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ECONOMIC STIMULUS PAYMENTS

THURSDAY, JUNE 19, 2008

U.S. HOUSE OF REPRESENTATIVES,
COMMITTEE ON WAYS AND MEANS,
SUBCOMMITTEE ON OVERSIGHT
Washington, DC.

The Subcommittees met, pursuant to notice, at 10:04 a.m., in
room 1100, Longworth House Office Building, Hon. John Lewis
[Chairman of the Subcommittee on Oversight] presiding.

[The advisory announcing the hearing follows:]
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ADVISORY

FROM THE COMMITTEE ON WAYS AND MEANS
SUBCOMMITTEE ON OVERSIGHT

FOR IMMEDIATE RELEASE CONTACT: (202) 225-5522
%l{}le 10, 2008
-9

Lewis and McNulty Announce a Joint Hearing on
Economic Stimulus Payments

House Ways and Means Oversight Subcommittee Chairman John Lewis (D-GA)
and Social Security Subcommittee Chairman Michael R. McNulty (D-NY) today an-
nounced that the Subcommittees will hold a joint hearing on the status of the eco-
nomic stimulus payments. The hearing will take place on Thursday, June 19,
2008, at 10:00 a.m., in the main Committee hearing room, 1100 Longworth
House Office Building.

In view of the limited time available to hear witnesses, oral testimony at this
hearing will be from invited witnesses only. However, any individual or organization
not scheduled for an oral appearance may submit a written statement for consider-
ation by the Committee and for inclusion in the printed record of the hearing.

BACKGROUND:

On February 7, 2008, the Congress passed the “Economic Stimulus Act of 2008,”
which was signed into law by the President on February 13, 2008 (P.L. 110-185).
This law provides lower-income and middle-income working families, and certain
seniors and disabled veterans, with an economic stimulus payment (commonly re-
ferred to as a “rebate check”).

The rebate check generally is equal to the lesser of a taxpayer’s net income tax
liability or $600 ($1,200 in the case of married couples filing a joint return). In the
case of taxpayers with qualifying income (defined as earned income, Social Security
benefits, disabled veteran benefits, and benefits for widows of disabled veterans) of
at least $3,000 and taxpayers with positive income tax liability, the rebate check
will not be less than $300 ($600 in the case of married couples filing a joint return).
The amount of the rebate check is increased by $300 for each child under the age
of 17. The rebate check phases out for high-income taxpayers.

To receive a rebate check this year, eligible taxpayers must file an income tax re-
turn for the 2007 tax year by October 15, 2008. There are special filing require-
ments for taxpayers who normally are not required to file an income tax return
(“ESP filers”). The Internal Revenue Service (“IRS”) estimates that 130 million eco-
nomic stimulus payments will be sent to eligible taxpayers, including ESP filers. For
returns filed by April 15th, economic stimulus payments that were direct deposited
have been completed, and, by July 11th, the remaining checks are scheduled to be
Iglailed. ’ghrough June 5, 2008, about 67 million economic stimulus payments have

een made.

To administer the rebate checks, the IRS and the Social Security Administration
(“SSA”) received an additional appropriation of $50.7 million and $31 million, re-
spectively, to ensure that the rebate checks are fully and properly paid. These funds
}gave l;leerlli used, in part, to educate, assist, and locate taxpayers eligible for the re-

ate checks.

While the IRS and SSA reach out to taxpayers and beneficiaries to increase public
awareness, they also must protect taxpayers from identity thieves who use fraudu-
lent schemes and tax scams involving the rebate checks to obtain personal and fi-
nancial information and claim someone else’s rebate check. The Federal Trade Com-
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mission and the Internet Crime Complaint Center (“IC3”) report an increasing num-
ber of identity theft complaints referencing the economic stimulus payments. The
IRS has issued warnings to taxpayers about rebate check scams and expects these
scams to continue.

“Time is running out for millions of elderly and working Americans to
file tax returns and receive a rebate check this year,” said Oversight Sub-
committee Chairman Lewis. “Some problems have developed with the rebate
checks, and it is preventing relief from getting to people who are strug-
gling to keep up with rising costs. We must work quickly to address these
p'rlf,)lblsms and help ensure that the rebate checks reach everyone who is eli-
gible.

Social Security Subcommittee Chairman McNulty said, “Economic stimulus re-
bates must be delivered quickly and accurately to achieve their purpose of
stimulating the economy. Earlier this year, Congress asked the Social Secu-
rity Administration to help reach seniors and other beneficiaries who do
not usually file tax forms so they could receive a check if eligible. We pro-
vided SSA with additional resources to perform this duty and this hearing
presenttg aiu’} opportunity to determine whether SSA’s and IRS’s efforts were
successful.

FOCUS OF THE HEARING:

The Subcommittees will review the status of the economic stimulus payments.
They will examine the number of returns received and processed, the number of re-
bate checks issued (direct deposit and paper), the amount of the rebate checks
issued, the overall payment schedule of rebate checks, and outreach activities con-
ducted by the IRS and the SSA to locate individuals eligible for the rebate checks.
Further, the Subcommittees will examine problems experienced by individuals eligi-
ble for rebate checks and what can be done to address these problems.

The Subcommittees also will examine the identity theft schemes developed to date
and review actions taken in response. Finally, the Subcommittees will ask the agen-
cies to examine how to protect Social Security beneficiaries and other individuals
from identity theft schemes using rebate checks as a lure.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit comments for
the hearing record must follow the appropriate link on the hearing page of the Com-
mittee website and complete the informational forms. From the Committee home-
page, http://lwaysandmeans.house.gov/, select “110th Congress” from the menu enti-
tled, “Committee Hearings” (http:/lwaysandmeans.house.gov/Hear-
ings.asp?congress=18). Select the hearing for which you would like to submit, and
click on the link entitled, “Click here to provide a submission for the record.” Follow
the online instructions, completing all informational forms and clicking “submit” on
the final page. Attach your submission as a Word or WordPerfect document, in com-
pliance with the formatting requirements listed below, by close of business Thurs-
day, July 3, 2008. Finally, please note that due to the change in House mail policy,
the U.S. Capitol Police will refuse sealed-package deliveries to all House Office
Buildings. For questions, or if you encounter technical problems, please call (202)
225-1721.

FORMATTING REQUIREMENTS:

The Committee relies on electronic submissions for printing the official hearing
record. As always, submissions will be included in the record according to the discre-
tion of the Committee. The Committee will not alter the content of your submission,
but we reserve the right to format it according to our guidelines. Any submission
provided to the Committee by a witness, any supplementary materials submitted for
the printed record, and any written comments in response to a request for written
comments must conform to the guidelines listed below. Any submission or supple-
mentary item not in compliance with these guidelines will not be printed, but will
be maintained in the Committee files for review and use by the Committee.
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1. All submissions and supplementary materials must be provided in Word or WordPerfect
format and MUST NOT exceed a total of 10 pages, including attachments. Witnesses and
summiteers are advised that the Committee relies on electronic submissions for printing the offi-
cial hearing record.

2. Copies of whole documents submitted as exhibit material will not be accepted for printing.
Instead, exhibit material should be referenced and quoted or paraphrased. All exhibit material
not meeting these specifications will be maintained in the Committee files for review and use
by the Committee.

3. All submissions must include a list of all clients, persons, and/or organizations on whose
behalf the witness appears. A supplemental sheet must accompany each submission listing the
name, company, address, telephone and fax numbers of each witness.

Note: All Committee advisories and news releases are available on the World
Wide Web at http://waysandmeans.house.gov

The Committee seeks to make its facilities accessible to persons with disabilities.
If you are in need of special accommodations, please call 202—225-1721 or 202-226—
3411 TTD/TTY in advance of the event (four business days notice is requested).
Questions with regard to special accommodation needs in general (including avail-
ability of Committee materials in alternative formats) may be directed to the Com-
mittee as noted above.

Chairman LEWIS. Good morning, good morning. The hearing is
now called to order. Today the Ways and Means Subcommittees on
Oversight and Social Security will review the status of the rebate
checks.

People are suffering. I am really not sure how people are getting
by. We are trying to get money into the hands of people who need
it the most. But during that, we have placed a huge strain on the
resources of the IRS. We have not been successful at reaching all
of the people who are entitled to this tax rebate.

As Chairman of the Subcommittee on Oversight, I know that it
has been hard for the Internal Revenue Service to take on the re-
bate checks during the tax filing season. There are almost 20 mil-
lion additional taxpayers. Calls to the IRS have doubled this filing
season, with over 10 million calls in 1 week, and 70 million calls
to date. The Service has mailed over 200 million notices to tax-
payers on the rebate checks, alone.

I am concerned that the strain on its workers, its budget, collec-
tion, and taxpayer services will be felt for the next filing season.
The Administration needs to tell the Congress what resources the
IRS needs. In addition to the burden on the IRS, we know that mil-
lions of elderly and working people have not yet filed for a rebate
check. People suffering under the pressure of rising food and gas
prices, we know people need this relief, and they need it now.

Clearly, millions of people do not know that they are eligible. We
look forward to learning how—the Agency’s plan to reach these
people. We want to know, learn how the Congress, the Administra-
tion, and the public, and the private sector can work together to
put billions of dollars in the pockets of Americans who need it
most.

Now I am pleased to recognize the distinguished Ranking Mem-
ber of the Subcommittee on Oversight, my dear friend Mr.
Ramstad, for his opening statement.



5

Mr. RAMSTAD. Thank you, Mr. Chairman, and you are a dear
friend. I appreciate your yielding, and I thank both you and Chair-
man McNulty for holding this hearing today.

The Economic Stimulus Act that we passed in February is an ex-
ample of how both parties and Congress and the White House can
work together in a bipartisan, pragmatic, and common-sense way
when urgent action is needed. There is already some evidence that
the stimulus has helped the economy. Although the checks didn’t
go out until the end of April, retail spending has already increased
significantly; more than 76 million payments, totaling $64 trillion
have already been sent, with more to come.

However, none of this—I think that’s $64 billion, it should read;
sorry, I still love my staff—most people probably don’t fully realize
the unanticipated additional workload that this created for the
IRS. I think all of us owe the Service a debt of gratitude.

Certainly, the Service faced many challenges, other than getting
the stimulus checks out. During this previous—this recently com-
pleted—filing season, there was the late passage of the AMT patch
that required, I know, reprogramming the systems and printing
new forms. I know a lot of IRS employees, and I know a lot of them
worked overtime to minimize the disruption that late enactment of
the AMT caused. So, blame Congress, not the IRS, for that one.

But once the filing season started, the IRS began processing the
2007 returns, we asked the IRS, really, to perform double duty to
expedite our stimulus plan. I think the Service responded very,
very well.

Also, I know the—part of the staff was diverted from reading the
newspapers, from collections enforcement. There will be a price to
pay in terms of foregone revenue, I guess, to the tune of $565 mil-
lion, according to IRS estimates. I am looking forward to hearing
more of that today from the testimony.

So, I hope we can learn in this hearing if the Service has suffi-
cient resources for taxpayer services, because obviously that’s im-
portant. I am glad to see Ms. Olson here, the taxpayer advocate
who does such a great job on behalf of taxpayers.

We want taxpayers to have the best service possible, but we don’t
want to sacrifice other primary IRS responsibilities, as well. So, I
also hope this hearing will shed light on what can be done to pre-
vent scam artists from preying on taxpayers, especially the elderly.
I am very concerned about that. We have seen ruses from scam art-
ists that have victimized many, many people, again, especially el-
derly, surrounding previous stimulus payments. I hope that’s
avoided as much as possible this time around.

So, I look forward to the testimony today, Mr. Chairman, about
the administration of stimulus payments. It’s a very massive job,
it’s a very important job, and it’s good to know the IRS has many
dedicated public servants that were able to perform under pres-
sure.

So, thank you again, Mr. Chairman, for holding this hearing. I
yield back.

Chairman LEWIS. Thank you, Mr. Ramstad. Now I am pleased
to recognize the Chairman of the Subcommittee on Social Security,
Mr. McNulty, for his opening statement.
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Mr. MCNULTY. Thank you, Chairman LEWIS. Thank you for
your 22 years of outstanding service in the U.S. Congress, and for
your decades of leadership in the civil rights movement, having put
your life on the line on numerous occasions to provide civil rights
and equal rights for all Americans.

I am grateful to you for organizing today’s joint hearing on the
implementation of the Economic Stimulus Act of 2008. The impetus
for this legislation was the downturn in the economy, which con-
tinues to lag. In order to work, the stimulus had to be delivered
quickly.

Of course, some things are much easier said than done. But I
have been impressed by the rapid response of the agencies tasked
with the job of getting payments out as quickly and as effectively
as possible. A mere 55 working days passed between the time that
the President signed the legislation and the first stimulus payment
was delivered. This was during the busy tax filing season.

The Social Security Administration assisted by providing infor-
mation to IRS, so it could reach out to Social Security and Veterans
Administration beneficiaries who did not normally need to file, but
would have to do so in order to qualify for their payment. These
individuals received detailed materials from the IRS on the steps
they needed to take in order to receive the stimulus payment.
These processes are much more complicated than they appear on
the surface, and the agencies have much to be proud of in the work
they have done so far.

Inevitably, the stimulus program caused individuals to contact
IRS and SSA with questions, and to seek help with filing the prop-
er paperwork. IRS received the bulk of the inquiries. SSA also saw
an increase in contacts.

In accord with congressional intent, and the Agency’s primary
role as the administrator of the Social Security system, SSA di-
rected these individuals to the IRS for more information. The pri-
vate sector and non-governmental organizations are also doing
their part to help, as businesses, senior citizens groups, and others
have assisted with publicity and tax filing for the stimulus.

Today, I hope to learn more about how successful these efforts
have been. I understand that there may be a significant number
of seniors and veterans who are eligible for a stimulus payment,
but have yet to file the necessary tax returns in order to receive
it. There are some concerns about whether there has been a suffi-
cient outreach to this population, and I expect to gain a better un-
derstanding of how this might be done.

I would hope and expect that any proposals for additional out-
reach would not draw SSA staff away from their principal duties
administering Social Security, or generate new workloads for the
Agency. Commissioner Astrue and I spoke last Friday, and I know
he shares these concerns.

As we consider the options, I will advise my colleagues that we
should remain ever mindful that SSA is already struggling to meet
its current workloads, given a decade of under-funding, and an un-
precedented backlog of unprocessed disability claims, and an im-
pending spike of retirement claims from the baby boom generation.
I expect that timely payment of Social Security benefits for seniors,
people with disabilities, and survivors also would be of great ben-
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efit to the economy. I look forward to the testimony, and once
again, thank the Chairman and the Ranking Members.

Chairman LEWIS. Thank you, Mr. McNulty for your statement.
You didn’t have to say it, but thank you.

Now I am pleased to recognize the Ranking Member of the Sub-
committee on Social Security, Mr. Johnson, for his opening state-
ment.

Mr. JOHNSON. Thank you, Mr. Chairman. Chairmen Lewis and
McNulty both, I want to thank you for holding this hearing today.
McNulty has spoken very eloquently about the shortfalls in the So-
cial Security Administration, and how we keep putting extra loads
on them all the time without funding.

But in order to give a needed boost to our National economy, the
Congress passed, the President signed into law legislation esti-
mated to provide more than 100 billion to 130 million people—and
that number is right, by the way.

It’s important that the Congress know whether this massive un-
dertaking by the Internal Revenue Service will help—with help
from the Social Security Administration is being done right.

Congress gave the agencies almost $300 million to cover the cost
of processing the rebate checks. We need to know whether this
money was spent wisely or not. Included in the cost of admin-
istering the stimulus program was education and outreach to those
eligible, including those receiving Social Security benefits.

I look forward to hearing the testimony today by the Social Secu-
rity Administration, as they discuss their work with the IRS in tar-
geting and reaching these beneficiaries. All signs suggest that the
IRS and Social Security have performed very well in carrying out
this massive and difficult task, while under immense pressure.
Both agencies and their staffs are to be commended for their pro-
fessionalism and dedication to getting the job done right.

Letting Americans keep more of their own money is always a
good thing. During tight economic times and high gas prices, it’s
even more important. I thank the witnesses for their upcoming tes-
timony, and I thank you again, Chairman Lewis and Chairman
McNulty, for holding this important hearing.

Chairman LEWIS. Thank you very much, Mr. Johnson, for your
statement. Now we will hear from witnesses. I ask that you limit
your testimony to 5 minutes. Without objection, your entire state-
ment will be included in the record.

It is now my pleasure to introduce the national taxpayer advo-
cate, Nina Olson.

STATEMENT OF NINA E. OLSON, NATIONAL TAXPAYER
ADVOCATE, INTERNAL REVENUE SERVICE

Ms. OLSON. Thank you, Mr. Chairman, Ranking Members, and
distinguished Members of the Subcommittees. Thank you for invit-
ing me to testify today regarding the status of economic stimulus
payments. I would like to make five main points from my perspec-
tive as the national taxpayer advocate, the statutory voice for tax-
payers and taxpayer rights.

First, I would like to acknowledge the extraordinary job the IRS
has done in delivering these stimulus payments. The Economic
Stimulus Act was signed into law on February 13th, 4 weeks after
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the filing season began, and while the IRS was still grappling with
programming changes occasioned by numerous tax law changes en-
acted in December.

The delivery of stimulus payments was a massive undertaking,
in some ways akin to running a second filing season. The IRS has
managed both to deliver a successful filing season, and to develop
and implement plans to make stimulus payments to an estimated
130 million taxpayers in a remarkably short period of time.

Second, in light of its limited resources, the IRS was not able to
staff its telephone lines adequately, and had to make certain trade-
offs. The IRS has received 135 million telephone calls so far this
year, more than twice the number of calls it received at this point
in 2007. Not surprisingly, the level of service on the toll free lines
overall has dropped from 80.6 percent in 2007 to 62.8 percent this
year, and to 42.9 percent during the recent week ending June 7th.

The level of service on the telephone line dedicated to answering
questions about stimulus payments has been even lower; 47.7 per-
cent this year and 30.4 percent during the week ending June 7th.
Only 1 out of every 10 callers to the stimulus line has spoken to
a live human being. The IRS, understandably, transferred some
employees from its accounts management and automated collection
system functions to help in answering the onslaught of telephone
calls. But, as a result, the inventory of individual taxpayer cor-
Eelzsgondence relating to account adjustments has more than dou-

ed.

These declines in the level of service are not mere statistics.
They have a real negative impact on taxpayers, increasing their
compliance burden. For example, a taxpayer who cannot get
through to the IRS to negotiate an installment agreement may in-
stead find his paycheck levied unnecessarily. A taxpayer whose
audit document submissions are not properly processed may end up
petitioning the tax court at significantly greater taxpayer and gov-
ernment expense.

Third, a few glitches in taxpayer frustrations have arisen. One
glitch was the Social Security numbers of approximately 1,500 tax-
payers were inadvertently disclosed when the IRS routed stimulus
payments to the wrong bank accounts.

Although not caused by IRS error, one source of frustration was
that more than 20 million taxpayers who purchased refund antici-
pation loans, or refund anticipation checks, found that they were
ineligible to receive their stimulus payments quickly via direct de-
posit, and instead were required to wait up to two-and-a-half
months longer to receive paper checks.

Local taxpayer advocates report taxpayer frustration in their not
being able to obtain expedited stimulus payments, or overrides of
tax offsets in economic hardship situations.

Fourth, the IRS and taxpayer advocate service are conducting
considerable outreach to senior citizens and other taxpayers with-
out a 2006 tax filing requirement to encourage them to file forms
1040A to claim their stimulus payments. But there are significant
barriers that will result in substantially less than full participation
by this target population.

In addition to the fundamental complexity of the program, chal-
lenges include: the fact that some of these individuals may view fil-
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ing a return as requiring too much effort for $300; that this popu-
lation may lack Internet access of skills; or it may lack the mobility
necessary to obtain assistance in applying for the ESP. Members
of this population may be incapacitated, and under the care of
guardians, conservators, nursing homes, and hospitals. Individuals
who have not had contact with the IRS for years may be unwilling
to open that conversation again.

Fifth, there are several long-term lessons that can be learned
from this experience. The complexity of the ESP eligibility and
computation rules has created taxpayer confusion, and caused un-
necessary work for the IRS. If Congress decides to enact another
ESP, it should consider how to simplify the eligibility rules so that
they lend themselves to easy communication. Such simplification
may mean that some individuals receive more or less than they
might under the current ESP, but that tradeoff in clarity will be
well worth it.

Another lesson is that when an initiative targets a population
that does not otherwise have contact with the IRS, it may be better
to utilize another Federal agency for payment delivery. Why not
find a way to let SSA and the VA make stimulus payments to
beneficiaries without a tax filing requirement, instead of requiring
these individuals to file ESP-only returns, and having the IRS send
them paper checks.

Alternatively, the IRS and other Federal agencies could deter-
mine eligibility based on available information, and the IRS could
utilize no-fee debit cards for delivery of stimulus payments. Thank
you, Mr. Chairman.

[The prepared statement of Ms. Olson follows:]

Statement of Nina E. Olson, National Taxpayer Advocate, Internal Revenue
Service

Chairmen Lewis and McNulty, Ranking Members Ramstad and Johnson, and dis-
tinguished Members of the Subcommittees:

Thank you for inviting me to testify today regarding the status of economic stim-
ulus payments authorized by the Economic Stimulus Act of 2008.1

In my testimony, I will make five main points:

1. While the IRS was a logical agency to administer the bulk of the stimulus pro-
gram, the timing of the statutory directive in February to begin to develop and
implement the program essentially required the IRS to run two filing seasons
simultaneously. In light of its limited resources, I believe the IRS on balance
has done an outstanding job of administering both the 2008 filing season and
the Economic Stimulus Act.2

2. In light of its limited resources, the IRS was not able to staff its telephone
lines adequately and had to make certain tradeoffs. IRS-wide, the level of serv-
ice (LOS) on the toll-free telephone lines has dropped from 80.6 percent in 2007
to 62.8 percent year to date (YTD) and to 42.9 percent during the week ending
June 7.3 The LOS on the telephone line dedicated to answering questions about

1The views expressed herein are solely those of the National Taxpayer Advocate. The Na-
tional Taxpayer Advocate is appointed by the Secretary of the Treasury and reports to the Com-
missioner of Internal Revenue. However, the National Taxpayer Advocate presents an inde-
pendent taxpayer perspective that does not necessarily reflect the position of the IRS, the Treas-
ury Department, or the Office of Management and Budget. Congressional testimony requested
from the National Taxpayer Advocate is not submitted to the IRS, the Treasury Department,
or the Office of Management and Budget for prior approval. However, we have provided courtesy
copies of this statement to both the IRS and the Treasury Department in advance of this hear-
ing.

2 Economic Stimulus Act, Pub. L. No. 110-185 (2008).

3Internal Revenue Service, Joint Operations Center, Snapshot Reports: Enterprise Snapshot
(week ending June 7, 2008).
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stimulus payments has been even lower—47.7 percent YI'D and 30.4 percent
during the week ending June 7,4 and only one out of every ten callers to the
stimulus line has spoken with a customer service representative.> The IRS un-
derstandably transferred some employees from its Accounts Management and
Automated Collection System functions to help in answering the onslaught of
telephone calls. As a result, however, the inventory of individual taxpayer cor-
respondence relating to account adjustments has more than doubled, creating
potentially significant burdens for affected taxpayers. The need to assign IRS
personnel to work on the stimulus program has caused core work to be placed
on the back burner in other areas as well.

3. A few glitches and taxpayer frustrations have arisen in the course of the IRS’s
administration of the economic stimulus payment (ESP) program. One glitch
was that the Social Security numbers of approximately 1,500 taxpayers were
inadvertently disclosed when the IRS routed stimulus payments to the wrong
bank accounts. Although not caused by IRS error, one source of frustration was
that more than 20 million taxpayers who purchased refund anticipation loans
(RALSs) or refund anticipation checks (RACs) found that they were ineligible to
receive their stimulus payments quickly via direct deposit and instead were re-
quired to wait up to 2—1/2 months longer to receive paper checks.

4. The IRS is conducting considerable outreach to senior citizens and other tax-
payers without a tax filing requirement to encourage them to file Forms 1040A
to claim their stimulus payments, but there are significant barriers that will
result in substantially less than full participation by this target population.

5. There are several long-term lessons the IRS can learn from this undertaking
that may improve its effectiveness in the future. In particular, the IRS should
explore the development of a cadre of information technology and operations
analysts dedicated to initiatives such as this, so that resources are not contin-
ually diverted from IRS core functions or improvement projects when special
needs arise, as they often do.

I will address these issues from my perspective as the National Taxpayer Advo-
cate, the statutory voice for taxpayers and taxpayer rights. I understand that the
Treasury Inspector General for Tax Administration and the Government Account-
ability Office are conducting operational reviews of the ESP administration, and
they will provide an assessment at a later date.

I. The IRS on Balance Has Done an Outstanding Job of Administering the Economic
Stimulus Act.

Congress passed the Economic Stimulus Act in February in light of deep concerns
about the health of the U.S. economy. The goal of the legislation was to stimulate
the economy by placing an estimated $152 billion into the hands of consumers and
businesses.® Technically, the legislation provides individual taxpayers with a credit
against their 2008 tax liabilities, and taxpayers ordinarily would claim the credit
when they file their 2008 tax returns during the 2009 filing season. Because Con-
gress wanted to provide economic stimulus more quickly, however, it directed the
IRS to make payments as an advance against the credit “as rapidly as possible.””?

The IRS, which already was overextended trying to cope with an unusually chal-
lenging filing season, has managed both to deliver a successful filing season and to
develop and implement plans to make stimulus payments to an estimated 130 mil-
lion taxpayers in a remarkably short period of time. Because eligibility for a stim-
ulus payment was dependent on a taxpayer’s 2007 income tax return filed during
the 2008 filing season, the IRS could not reasonably process stimulus payments
until after the regular April 15 filing deadline. On April 28—less than two weeks
after the regular filing deadline—the IRS began transmitting stimulus payments,

4Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail:
Rebate Hotline (Economic Stimulus Payments) 866-234-2942 (week ending June 7, 2008).

5As of June 7, the IRS had received 27.7 million “dialed number attempts” on its toll-free
telephone lines concerning economic stimulus payments. IRS Response to TAS Information Re-
quest (June 16, 2008). The number of “dialed number attempts” that resulted in a conversation
with a live assister was 2.9 million. Internal Revenue Service, Joint Operations Center, Snap-
shot Reports: Product Line Detail: Rebate Hotline (Economic Stimulus Payments) 866-234-2942
(week ending June 7, 2008). About 16.8 million additional callers were assisted through automa-
tion. In general, the IRS Joint Operations Center tracks the IRS’s performance on its toll-free
lines based on “net [call] attempts” rather than “dialed number attempts.” While “net attempts”
understates the number of calls placed to the IRS, this testimony elsewhere cites “net attempts”
because that data point is more accessible and can be used to identify trends.

6See, e.g., The White House, Fact Sheet: Bipartisan Growth Package Will Help Protect Our
Nation’s Economic Health (Feb. 13, 2008).

TIRC §6428(g)(3).
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and by May, the stimulus payments were widely credited with increasing consumer
spending.8

The delivery of stimulus payments was a massive undertaking—in some ways
akin to running a second filing season. Among other things:

¢ The IRS quickly developed programming code so that it could use the informa-
tion reported on 2007 tax returns to determine which taxpayers were eligible
for stimulus payments and how much they were entitled to receive.?

e The IRS developed a way to issue stimulus payments to taxpayers with no tax-
able income who filed their returns electronically. The Economic Stimulus Act
provided that individuals with at least $3,000 of “qualifying income,” notably
Social Security benefits, would be eligible for stimulus payments even if they
had no taxable income. However, the Act required all individuals to file tax re-
turns to receive stimulus payments. Returns filed by individuals who have no
tax-filing requirement and are seeking solely to claim their stimulus payments
are referred to as “ESP-only” returns.

In planning to process ESP-only returns, the IRS discovered a significant systems
limitation. Returns filed electronically must include at least $1.00 of adjusted gross
income (AGI) to be processed, but many Social Security recipients have no AGI. As
a workaround, the IRS determined that it could process a return if a taxpayer lists
$1.00 of AGI, but if a taxpayer with no AGI were to list AGI of $1.00, the taxpayer
technically would be furnishing inaccurate information; taxpayers are required to
sign a tax return under penalties of perjury and declare that, to the best of their
knowledge and belief, all information on the return is “true, correct, and complete.”
To resolve this conundrum, the Department of the Treasury and the IRS quickly
issued guidance advising that taxpayers could list $1.00 of AGI without violating
the penalties of perjury statement for the purpose of claiming stimulus payments.10

¢ The IRS posted extensive information on its website, including straightforward
Frequently Asked Questions (FAQs) and sub-pages tailored for five popu-
lations—Social Security recipients, Veterans Affairs recipients, Railroad Retire-
ment recipients, low-wage workers, and military combat personnel.1! As of June
11, individuals had made 55.6 million visits to the ESP portion of the IRS
website and viewed 91.0 million pages (excluding use of the stimulus calculator
described below).12

¢ The IRS mailed notices to more than 130 million taxpayers who filed 2006 tax
returns to remind them that they would have to file 2007 returns to claim their
stimulus payments.13

¢ The IRS mailed information packages to 20.5 million recipients of Social Secu-
rity or Veterans benefits who did not file 2006 tax returns to provide them with
information on how to claim their stimulus payments.14

¢ The IRS developed a stimulus calculator for its website so that taxpayers could
quickly determine whether they qualify for a stimulus payment and, if so, esti-
mate the amount. As of June 11, individuals had made 23.8 million visits to
the website and viewed 150.6 million pages.15

8See Kelly Evans, Stimulus Checks Aid Retail Sales, Wall Street Journal, June 13, 2008, at
A3 (noting that an unexpectedly sharp increase in retail sales during May suggests that “con-
sumers spent a chunk of their government economic-stimulus checks” and quoting one economist
as saying that the stimulus payments would act like a “shot of caffeine”); Michael M. Grynbaum,
Retail Sales Rise Above Forecasts, N.Y. Times, June 13, 2008, at C1 (quoting an economist as
saying: “The sharp improvement in May was clearly driven by receipt of the first wave of tax
rebate payments. These payments will continue to be a positive factor for the consumer in the
next couple of months.”); Martin Crutsinger, Retail Sales Rise Unexpectedly in May, Washington
Post, June 13, 2008, at D4 (noting that the increase in retail sales “signaled that Americans
are spending their rebate payments”).

9The programming challenges have been continuing. For example, the Economic Stimulus Act
provides that no credit will be allowed if any person listed on a tax return (i.e., the taxpayer,
spouse, or any qualifying child) does not have a valid Social Security Number. IRC §6428(h).
The IRS had to do programming to implement that restriction. On June 17, however, the Presi-
dent signed into law H.R. 6081, the Heroes Earnings Assistance and Relief Tax (HEART) Act,
which allows members of the military to receive stimulus payments even where the member’s
spouse does not have an SSN. The IRS is having to do additional work to identify these tax-
payers and ensure that they receive stimulus payments.

10Rev. Proc. 2008-21, 2008-12 I.R.B. 657.

11 See Economic Stimulus Payments Information Center at www.irs.gov.

12]RS Economic Stimulus Activity Report (June 17, 2008).

13 See IRS Notice 1377.

14 See IRS Package 1040A-3.

15TRS Economic Stimulus Activity Report (June 17, 2008).
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¢ The IRS worked with the Free File Alliance to ensure that taxpayers who did
not have a tax filing requirement but wanted to file ESP-only returns through
e-file could do so without charge.16

e The IRS transferred personnel from other functions to help answer the barrage
of telephone calls it received. As of June 7, the IRS had received 26.7 million
“net call attempts” related to stimulus payments.!” Many calls could be ad-
dressed by automated responses and many calls did not get through, but assist-
ers splcgke with about 2.9 million taxpayers directly to respond to stimulus ques-
tions.

¢ The IRS developed outreach initiatives and is continuing to reach out to senior
citizens and other taxpayers without a filing requirement to encourage them to
file Eé{Sf;-only returns. As of June 14, 7.7 million such returns had been re-
ceived.l

¢ The IRS organized a major “Super Saturday” event on March 29 to assist tax-
payers in preparing ESP-only returns. IRS employees and IRS partners staffed
some 700 walk-in sites, and IRS employees staffed the toll-free telephone line.20

By the end of last week, the IRS had paid out about $63.9 billion to 76.5 million
households.2! The IRS projects that it will have paid out a total of $99 billion by
the end of 2008 and somewhat more during the 2009 filing season.22

Overall, this is an extraordinary success story. While the administration of the
program has not been free from tradeoffs and occasional hitches, some of which I
will discuss below, it is a testament to the IRS’s leadership and its talented and
dedicated employees that it has been able to deliver the filing season and the stim-
ulus program so effectively with so little time to prepare.

II. The IRS Has Had to Make Certain Tradeoffs to Administer the Program.

In passing the Economic Stimulus Act, Congress gave the IRS a supplemental ap-
propriation of $202.1 million to administer the issuance of stimulus payments.23
While the funding is certainly helpful, the IRS’s principal challenge was the lack
of time to plan. In addition to all the programming and outreach the IRS has had
to do, the IRS also has received more than 26 million telephone calls and 316,000
visits to its walk-in sites relating solely to stimulus payments.24

Even with supplemental funding, there was not enough time for the IRS to hire,
train, and deploy additional employees to answer the phones or staff the walk-in
sites. The IRS therefore faced some difficult decisions. On the one hand, if it did
not reassign employees from other functions to assist in answering the large spike
in telephone calls, the LOS on the toll-free telephone lines would have declined by
even more than it has. On the other hand, if the IRS did reassign employees from
other functions, the core work those employees ordinarily perform would suffer. In-
evitably, there was both a decline in the level of taxpayer service the IRS provides,
particularly on its toll-free telephone lines, and a modest reduction in its enforce-
ment activities.

A. The IRS Has Been Unable to Keep Up with the Large Volume of Telephone Calls
and Correspondence It Has Received.

The IRS has received 94.4 million enterprise-wide “net call attempts” YTD
(through June7, 2008) as compared with 51.6 million “net call attempts” for the

16Not all members of the Free File Alliance offered this service. To date, approximately 7.7
million ESP-only returns have been filed, and only 708,169 have been e-filed. Thus, about nine
out of ten taxpayers filing ESP-only returns filed on paper. IRS Economic Stimulus Activity Re-
port (June 17, 2008).

17Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail:
Rebatg Hotline (Economic Stimulus Payments) 866 234-2942 (week ending June 7, 2008).

19TRS Economic Stimulus Activity Report (June 6, 2008).

20TRS Wage & Investment Division, IRS puts its best face forward on Super Saturday, Insider
(available at http://win.web.irs.gov/article5/200S/Super_Saturday.htm (last visited June 8, 2008)).

21 Department of the Treasury News Release, Week 7 Wrap-Up: Treasury Sent 9.526 Million
Stimulus Payments This Week (June 13, 2008).

22TRS Response to TAS Informatlon Request (June 12, 2008).

23 Economic Stimulus Act, Pub. No. 110-185, §101(e)(1)(A)(11)(2008) Through June 5, the
IRS had obligated $138.2 million ($121 7 million in Operations Support and $16.5 million in
Taxpayer Services), but this total does not include labor charges from the preceding 2-4 weeks.
IRS Response to TAS Information Request (June 123, 2008). The IRS anticipates it may require
additional resources due to higher than expected call volumes. Id.

24Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail:
Rebate Hotline (Economic Stimulus Payments) 866-234-2942 (week ending June 7, 2008); IRS
Economic Stimulus Activity Report (June 17, 2008).
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same period in2007.25 That reflects an enormous 83 percent increase. In percentage
terms, the largest increases have occurred since the regular April 15 filing deadline.
In the week ending June?7, for example, the IRS received 6.2 million call attempts
compared with 1.6 million call attempts during the comparable week in2007—an in-
crease of 279 percent.26

Despite the reassignment of employees from other functions and despite the IRS’s
decision to extend the employment of temporary staff hired for the filing season, the
IRS has been unable to keep up with the volume of calls. The enterprise-wide level
of service (LOS) in 2008 stands at 62.8 percent YI'D (through June 7) as compared
with 80.6 percent in 2007 for the comparable period.2? In the week ending June 7,
the LOS stood at 42.9 percent—down from 76.8 percent in the comparable week last
year.28 Focusing solely on the 3.0 million calls to the Economic Stimulus Hotline
during this recent week, the LOS was 30.4 percent.29

During some weeks, the volume of calls has been overwhelming. In mid May, the
IRS enterprise-wide received particularly high call volumes—9.5 million calls during
the week ending May 10 (LOS = 34.3 percent) and 11.2 million calls during the
week ending May17 (LOS= 34.8 percent).3° During the week of May 17, 6.6 million
of the calls the IRS received related to stimulus rebates, and the LOS on that line
fell to 26.3 percent.31

As described in footnote 27, the LOS generally measures the treatment of tax-
payers that seek to speak with a customer service representative (CSR). However,
the following chart shows the disposition of all taxpayer calls, including total num-
ber of calls received, the number and percentage of calls answered by a CSR, the
number and percentage of calls answered by automation, and the percentage of calls
not answered: 32

25 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Enterprise Snapshot
(week ending June 7, 2008). As noted in a prior footnote, the term “net call attempts” reflects
official data that the IRS posts on its Joint Operations Center website to track the activity on
its toll-free lines, but it is a term of art that generally understates the number of calls that
taxpayers place in an attempt to reach the IRS. The IRS separately tracks “dialed number at-
tempts,” a measure that reflects the number of times taxpayers have dialed the toll-free number
and provides a more accurate measurement of what taxpayers experience. The IRS reports that
it has received 135 million dialed number attempts in 2008 YTD (through June 7). IRS Re-
sponse to TAS Information Request (June 16, 2008). On May 9, the peak day so far this year,
the IRS received 4.7 million dialed number attempts.

26 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Enterprise Snapshot
(week ending June 7, 2008).

27]d. The customer service representative (CSR) LOS measures the relative success rate of
taxpayers that call for toll-free services seeking assistance from CSRs. Generally speaking, the
CSR LOS is calculated by dividing the number of calls answered by CSRs by the total call at-
tempts of callers attempting to reach the CSR queue. (Essentially, CSR LOS measures the per-
centage of customers who want to reach a CSR and who are successful.) Total call attempts is
the sum of calls answered, calls abandoned by the caller, and calls that receive a busy signal.
For more detail, see CAS Data Dictionary—FY 2008, at http:/joc.enterprise.irs.gov/new/josh/re-
pog;cslgvits/ZOOS/FY%ZOZOOS%ZOPAC%202C%ZOData%QODictionary.doc.

29 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail:
Rebate Hotline (Economic Stimulus Payments) 866-234-2942 (week ending June 7, 2008).

30 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Enterprise Snapshot
(weeks ending May 10, 2008 and May 17, 2008).

31Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail:
Rebate Hotline (Economic Stimulus Payments) 866-234-2942 (week ending May 17, 2008).

32This chart is compiled from IRS Joint Operations Center data. Data for 2008 is YTD
through June 7, 2008or for the week ending June 7, 2008. Data for 2007 is YID through June
9, 2007or for the week ending June 9, 2007. Some unassisted calls result when taxpayers hang
up for a variety of reasons. Therefore, it is not the case that the unassisted percentage is en-
tirely attributable to IRS limitations.
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: . Assister : Automation :

Dialed Number Assister Automation : Unassisted

: Atteml:ns Ansvlvered P‘L’:z:’:{:ge lIltssisteld P::g;s"tte;:;e Perce;tage
Enterprise 2008 YTD 134,656,185 28,829,133 21.4% 29,598,595 22.0% 56.6%
Enterprise 2007 YTD 62,479,800 24,677,171 39.5% 13,379,589 21.4% 39.1%
ESP Hotline YTD 27,131,306 2,866,113 10.3% 16,798,968 60.6% 29.1%
Enterprise 2008 Weekly 8,657,146 1,193,032 13.8 % 2,099,177 24.2% 62.0%
Enterprise 2007 Weekly 2,442,566 898,378 36.8% 187,597 1.7% 55.5%
ESP Hotline Weekly 3,304,474 205,572 6.2% 1,770,631 53.6% 40.2%

As this chart indicates, the percentage of calls that the IRS successfully addressed
has fallen from 60.9 percent in 2007 to 43.4 percent in 2008 and the percentage of
taxpayers assisted by a CSR has declined from 39.5 percent to 21.4 percent. These
reductions are significant.

To assist with these call volumes, the IRS is relying on some employees from its
Account Management and Automated Collection System (ACS) functions.

In Accounts Management, customer service representatives (CSRs) who work on
account adjustments (including taxpayer correspondence, amended returns, re-
sponses to math error notices, and injured spouse claims) often shift between paper
correspondence and assisting with the phones as needed. As the IRS has been forced
to shift employees to help in answering the phones, the productivity of Accounts
Management in processing taxpayer correspondence relating to adjustments has de-
clined. As of June 7, 2008, the inventory of adjustments correspondence involving
individual taxpayers stood at 647,674, as compared with 320,239 on the cor-
responding date in 2007—an increase of 102 percent.33 Of greater concern, the num-
ber of “uncontrolled” items of such correspondence stood at 22,156, as compared
with 10,483 last year—an increase of 111 percent.34

ACS is the IRS’s automated collection system, and taxpayers who receive collec-
tion notices often seek to call the IRS to resolve problems before enforced collection
action is taken. For that reason, it is critical that these taxpayers have an oppor-
tunity to get through to an IRS collection employee.

The need to staff the stimulus lines has led to a decline in the LOS on the ACS
telephone lines.35 The declines have been relatively modest YI'D but have become
more pronounced recently as stimulus calls have remained at high levels. The LOS
on the ACS lines maintained by the Wage & Investment Division stands at 75.3 per-
cent YTD and 60.9 percent for the week ending June 7 (as compared with 78.7 per-
cent and 88.5 percent for the same periods in 2007).36 The LOS on the ACS lines
maintained by the Small Business/Self-Employed Division stands at 75.6 percent
YTD and 71.6 percent for the week ending June 7 (as compared with 81.8 percent
and 86.1 percent for the same periods in 2007).37

The IRS projects that it will receive an additional 6.6 million stimulus-related
calls from June through September.38 Because the IRS received 3.0 million calls
during the first week of June alone, that projection may need to be reevaluated.

33 Internal Revenue Service, Joint Operations Center, Customer Account Services Accounts
Management Paper Inventory Reports: Weekly Enterprise Adjustments Inventory (weeks ending
June 7, 2008 and June 9, 2007).

34]d.

35There are 2,872 full-time equivalent employees (FTE) in the ACS function (1,545 in the
Wage & Investment Division and 1,327 in the Small Business/Self-Employed Division). Through
May, the IRS had shifted 116 FTE to answer ESP telephone calls and projects that it will shift
another 80.1 FTE in June and July. IRS Response to TAS Information Request (June 13, 2008).

36 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail:
W&I ACS 800-829-7650 (week ending June 7, 2008).

37 Internal Revenue Service, Joint Operations Center, Snapshot Reports: Product Line Detail:
SB/SE ACS 800-829-3903 (week ending June 7, 2008).

38TRS Response to TAS Information Request (June 13, 2008).
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B. The Reduction in Level of Service on the Phones and Delays in Processing Cor-
respondence Can Harm Taxpayers and Potentially Erode Compliance

While I understand that the overriding goal of the stimulus legislation was to put
money into the hands of U.S. households as quickly as possible and the IRS was
a logical agency to administer the program, I am concerned by the sharp reduction
in the IRS’s ability to answer calls from taxpayers and timely process taxpayer cor-
respondence.

The declines in the level of service on both the Accounts Management and the
ACS telephone lines and the increasing inventories of unaddressed correspondence
and other submissions are not mere statistics. These declines have real, negative
impact on taxpayers, increasing their compliance burden. For example, a taxpayer
who cannot get through to the IRS to negotiate an installment agreement may in-
stead find his paycheck levied—unnecessarily. A taxpayer who is under audit and
submits documentation may receive a statutory notice of deficiency because the IRS
did not process the correspondence or amended returns timely. Thus, the taxpayer
will incur additional expense and burden by having to file a petition with the United
States Tax Court or request an audit reconsideration.

From a broader policy perspective, maintaining a high level of taxpayer service
is crucial to tax administration. First, it is a basic obligation of the government. If
we are requiring taxpayers to pay a large percentage of their incomes to the govern-
ment, the least we can do is make it as easy as possible for taxpayers to comply.
When taxpayers cannot get through to the IRS, they get frustrated, and the experi-
ence leaves them with a negative impression of their government. Moreover, when
a taxpayer is facing enforcement action and either believes the action is unwar-
ranted or wishes to talk with an IRS employee to try to work out a payment ar-
rangement, it is absolutely critical that the taxpayer be able to reach an employee.

Second, the inability of the IRS to respond adequately to taxpayers creates disillu-
sionment and may, in the long term, reduce compliance by angry and frustrated tax-
payers.

In this instance, the congressional objective of providing immediate economic
stimulus likely outweighed the consequences I have described. But it is important
to keep in mind that there have, in fact, been trade-offs, and some things will fall
through the cracks if the IRS is simultaneously asked to run a filing season and
administer a stimulus program of this magnitude on short notice.

C. The IRS Projects That Its Administration of the ESP Program Will Reduce Col-
lections Slightly.

Because the IRS has reassigned employees from ACS to assist in administering
the stimulus payments, the IRS estimates that the loss in collection revenue will
be approximately $565 million.3° In FY 2007, for comparison, IRS net collections to-
taled $2.4 trillion,4° and IRS enforcement revenue totaled $59.2 billion.4!

III. There Have Been Glitches and Taxpayer Frustrations, but They Have Been
Minor and Relatively Few.

During the administration of the stimulus program, the IRS has encountered a
few problems and taxpayers have experienced a few additional sources of frustration
that are not attributable to IRS errors.

As discussed above, the largest source of taxpayer frustration has been the dif-
ficulty of reaching an IRS telephone assistor on the toll-free lines. I will discuss
other issues below.

As an initial matter, I note that the IRS reports it has not detected significant
problems involving identity theft (e.g., the misuse of another person’s Social Security
number) with the stimulus program. Particularly because millions of individuals fil-
ing ESP-only returns have not filed tax returns for a number of years, there was
concern that upon filing, some taxpayers would discover that someone else had been
filing returns using their SSN, causing the IRS to freeze the stimulus payment. In
response to these concerns, the IRS reports that it established a specialized unit to
analyze ESP-only returns for the purpose of identifying potential identify theft-re-
lated problems. The IRS reports that it has identified only 25 instances of potential
identity theft to date.*2 While this report is encouraging, I remain concerned that

39]d. According to IRS data, ACS collections are 35.0 percent lower in May 2008 as compared
with May 2007. IRS Collection Activity Reports 5000-1 and 5000-2.

40TRS Data Book: 2007, Table 1.

411RS Fiscal Year 2007 Enforcement and Services Results (accompanying chart) (available on
the IRS website).

42]RS Response to TAS Information Request (June 13, 2008).
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the IRS does not have a comprehensive means to identify and track all cases of
identity theft. The Federal Trade Commission (FTC) has reportedly received ap-
proximately 150 complaints about identity theft problems relating to stimulus pay-
ments, and a quick survey of TAS’s Local Taxpayer Advocates about stimulus-re-
lated problems turned up 13 cases. Neither the FT'C nor TAS complaints have been
validated, but they do suggest that the universe of ESP identity theft-related cases
is likely to be somewhat larger than the current IRS data suggest. I will continue
to monitor identity theft problems arising in the context of the stimulus program.

A. In About 350,000 Cases, Taxpayers Have Not Received Additional Stimulus Pay-
ments of $300 Per Child to Which They Are Entitled.

Under the Economic Stimulus Act, a taxpayer is entitled to receive an additional
payment of $300 for each dependent who is a “qualifying child.”43 Thus, for exam-
ple, a couple that has four children and files a joint return may be entitled to a
total stimulus payment of $2,400 (i.e., $1,200 plus $300 for each of four qualifying
children).

On Forms 1040 and 1040A, IRS programming code looks to whether the Child
Tax Credit checkbox on line 6¢, column (4) is checked to determine whether to allow
the additional $300 credit. On approximately 350,000 returns, this box was not
checked even though the taxpayer was entitled to an additional payment with re-
spect to one or more children.

The IRS reports that there were two sources of this problem. First, some tax-
payers who prepared their returns on paper did not check the box. Second, two tax
software products used primarily by tax professionals were not properly pro-
grammed to check the box.

The IRS reports that it will be able to identify returns where a taxpayer had a
qualifying child but did not check the box and that it will send paper checks to the
affected taxpayers beginning immediately after the regularly scheduled payment of
stimulus checks ends in July.44

B. Approximately 1,500 Stimulus Payments Were Transmitted into Wrong Bank Ac-
counts and Personally Identifiable Information Was Compromised.

On May 15, Newsday reported that some stimulus payments were deposited elec-
tronically into the wrong taxpayers’ bank accounts. The article said that one tax-
payer reported receiving a deposit of $1,800 bearing another taxpayer’s SSN.45

The IRS has acknowledged that a programming error caused 1,500 stimulus di-
rect deposits to be transmitted to incorrect bank accounts and that Social Security
numbers were transmitted along with the payments.

The IRS reports that it quickly corrected the problem and that no additional erro-
neous deposits have been made.

According to the IRS, almost all taxpayers who should have received their pay-
ments electronically have since been sent checks. The remaining taxpayers will re-
ceive their checks within the next few weeks. The banks have returned approxi-
mately 250 of the erroneous deposits to date, and the IRS is seeking to recover the
remaining erroneously transmitted funds.

The IRS reports that it is also determining whether to provide the taxpayers
whose SSNs were exposed with a credit monitoring service.46

C. Up to 22,000 Taxpayers May Have Received a Notice Containing Information
About a Different Taxpayer’s Stimulus Payment.

The IRS is sending a notice, CP 1378, to all confirmed recipients of stimulus pay-
ments to explain how the amount of their stimulus payment has been calculated.
The IRS reports that in up to about 22,000 cases, the first page of the notice con-
tained information for one taxpayer while the second page carried information for
a different taxpayer. These notices contained truncated SSNs on the first page, and
no personally identifiable information on the second page.4”

The IRS reports that it has received slightly more than 200 inquiries thus far,
a relatively low number which could indicate that not all 22,000 notices were mailed
in error. It reports that it cannot determine the exact number.

43JRC §6428(b)(1)(B) (adopting the definition of a “qualifying child” in IRC § 24(c)).

44 Statement issued by IRS Office of Media Relations (unpublished).

45 Carol Polsky, IRS: Some Stimulus Checks Misrouted, Newsday, May 15, 2008 at A18.

46 TRS Response to TAS Information Request (June 13, 2008).

47]d.; see also Diane Freda, Tax Refunds: IRS Investigates Economic Stimulus Payments After
Statements Mailed to Wrong People, BNA Daily Tax Report (May 16, 2008).
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The IRS reports that the problem was attributable to an error by a print vendor
and was limited to one printer at one site.4® The vendor will issue corrected notices
with the following explanation of the error:

Due to an error by the print vendor, your original notice may have included infor-
mation regarding another taxpayer’s stimulus payment. To ensure you receive the
originally intended information for you, we are resending this notice. We apologize
for any inconvenience this may have caused.

The IRS’s Privacy, Information Protection, and Data Security Advisory Committee
was notified of a data breach with respect to the taxpayers affected by the CP 1378
print problem. The committee agreed unanimously that the level of risk of identity
theft posed by the erroneous mailing did not rise to the level requiring data loss
notification and the invocation of credit monitoring and other services. The com-
mittee reached a consensus that the corrected notice with the apology statement
quoted above is sufficient notice to these taxpayers about the incident.49

D. More Than 20 Million Taxpayers Who Purchased RALs or RACs Must Wait Up
to 2-1/2 Months Longer Than Other Taxpayers to Receive Their Stimulus Pay-
ments.

As of June 10, the IRS reports that 9.9 million taxpayers have purchased refund
anticipation loans and 10.5 million taxpayers have purchased refund anticipation
checks in2008.50 When a taxpayer purchases either of these products, a temporary
bank account is created in the taxpayer’s name and the taxpayer’s refund is paid
into that account, but the taxpayer does not control the account.

In general, the IRS is issuing stimulus payments electronically if bank account
routing information appears on the taxpayer’s 2007 tax return Because RAL and
RAC accounts are temporary and not controlled by the taxpayer, however, stimulus
payments deposited into those accounts would not reach the taxpayer. Fortunately,
the IRS receives an electronic indicator when a RAL or RAC is associated with a
return, and the IRS was able to program its systems to send paper checks to all
taxpayers whose 2007 returns were accompanied by one of the indicators.5!

These taxpayers are receiving their stimulus payments according to the schedule
established for the issuance of paper checks—with some coming as late as mid
July—instead of receiving their stimulus payments electronically in May. Thus,
more than 20 million taxpayers who purchased RALs and RACs must wait up to
2% months longer to receive their stimulus payments than taxpayers who did not
purchase those products.

Some taxpayers who purchased RALs or RACs have complained that their pre-
parer or software vendor did not inform them that their stimulus payments would
be delayed. While these delays are not attributable to IRS error, I understand the
frustration these taxpayers are experiencing, and I believe this is one reason among
many why RALs and RACs are not a good choice for most taxpayers.52

E. The IRS Has Deployed a “Where’s My Stimulus Payment?” Application on Its
Website But Its Usefulness Is Limited and May Be Contributing to More Tele-
phone Calls.

For several years, the IRS website has provided an automated self-service applica-
tion known as “Where’s My Refund?” that allows taxpayers to check on the status
of their refunds within days of submitting their returns. In an effort to assist tax-

48TRS Response to TAS Information Request (June 13, 2008). The IRS provided the following
additional explanation:

The error was made during a 15-minute run in which the printer feeder was, at times, pulling
two pages through. The quality control employee responsible for checking runs at certain inter-
vals did not pull the six samples he should have at the beginning of the new run. The mistake
was discovered when the machine went down for another reason and a sample was pulled at
that point. The CEO took immediate and decisive action, and he also made changes to the qual-
ity review process. They are now using two quality reviewers instead of one, and quality review
is }gk&ng place at 15-minute intervals instead of 30-minute intervals.

Id.

50TRS Response to TAS Information Request (June 12, 2008).

511n February, one tax-preparation company notified the IRS that it had failed to include RAL
indicators on approximately 450,000 electronically filed returns. The company and the bank pro-
viding the RALs were able to provide the routing transit numbers (RTNs) used for the RALs.
The company provided this information early enough so that the IRS was able to include in its
programming a requirement to convert returns bearing those RTNs to paper checks. The IRS
reports that the taxpayers whose returns were involved generally did not experience delay in
receiving their stimulus payments. IRS Response to TAS Information Request (June 13, 2008).

52These problems also demonstrate why the IRS should develop plans to deliver tax refunds
via Treasury-issued debit cards, as Treasury is doing currently for Social Security payments.
See Lori Montgomery, Treasury Dept. Rolling Out Social Security Debit Card, Washington Post,
June 10, 2008, at D3.
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payers and reduce the volume of telephone inquiries regarding stimulus payments,
the IRS developed an application known as “Where’s My Stimulus Payment?” How-
ever, the IRS has told us that the data source that populates the application is up-
dated at the time the stimulus payment is processed. As a consequence, the IRS ac-
knowledges that “Where’s My Stimulus Payment?” may not reflect electronic pay-
ments until after the funds have been deposited into the taxpayer’s bank account.53

Because of the ease with which taxpayers may access “Where’s My Stimulus Pay-
ment?” and the uncertainty many taxpayers inevitably feel when they find no infor-
mation, it is possible that this application may inadvertently be causing confusion
and thereby increasing call volumes. The IRS is encouraging taxpayers to use its
website to obtain information on stimulus payments, but when they try, they often
cannot get the information they are looking for, and this uncertainty likely drives
them to use the toll-free telephone lines. The IRS should review this application and
identify improvements that can eliminate or minimize this downstream impact for
future initiatives.

F. Local Taxpayer Advocates Report That Taxpayers Are Encountering Some Dif-
ficulties in Obtaining Their Economic Stimulus Payments.

A recent informal survey of Local Taxpayer Advocates has identified a number of
issues that have resulted in incorrect, delayed, or unexpectedly reduced economic
stimulus payments and may lead to increased IRS and Taxpayer Advocate Service
(TAS) telephone volumes. The most common request for TAS assistance regarding
ESPs is the taxpayer’s need for an expedited refund. Generally, taxpayers who are
experiencing a hardship can request a “manual refund” or “offset bypass refund”
(OBR).5¢ A manual refund speeds up the process by which a taxpayer receives his
or her refund. An OBR permits a taxpayer’s refund to bypass any outstanding tax
liability.55

As both a policy and practical matter, the IRS decided not to allow manual re-
funds or offset bypasses for ESPs except in certain limited circumstances.5¢ Thus,
when taxpayers experiencing hardships call the IRS or TAS for an expedited stim-
ulus payment or because they have not received their payment when or as expected,
their hopes are dashed when they learn that their stimulus payment cannot be ex-
pedited or will offset a back tax debt. For some taxpayers who received manual
(hardship) direct deposit refunds for their 2007 returns, the IRS systems may delay
their ESP longer than projected because of holds on their accounts following the
manual refund. The IRS’s failure to adequately publicize or explain the offset rule
leads to taxpayer confusion and frustration as well as increased taxpayer calls. It
is not clear whether, with additional lead time, the IRS could have identified a way
to allow for ESP manual refunds or OBRs in hardship situations.

Local Taxpayer Advocates also reported that the processing of Injured Spouse
claims has delayed ESPs.57 They note that the disbursement of payments is incon-
sistent when one spouse on a Married Filing Joint return claims Injured Spouse sta-
tus. In some instances, although IRS systems showed the “Injured Spouse” indicator
for that return which should have resulted in a 50-50 split of the ESP (with one-
half offset to the debtor spouse’s IRS debt and one-half issued to the non-debtor
spouse), the full amount of the ESP was offset and applied to the debtor spouse’s
IRS debt. In other instances, the full amount of the ESP was issued in two checks
even though there was an existing IRS debt for the primary spouse.

TAS identified other instances in which taxpayers have encountered problems ob-
taining their stimulus payments because the law or systems prevent it:

* Taxpayers whose 2007 accounts are “frozen” will not receive their stimulus pay-
ments according to the published schedule.

53 RS Response to TAS Information Request (June 13, 2008).

54]JRM 21.4.6.5.12.1 (March 19, 2008).

55If a taxpayer claims a refund on his regular income tax return but the taxpayer also owes
federal taxes for another tax period or tax type, the refund may be offset against the out-
standing tax liability. IRC §6402(a). However, when the taxpayer can demonstrate that failure
to receive the refund will cause a hardship, the IRS can implement an “offset bypass” and issue
a “manual refund” (i.e., override the automated offset process). IRM 21.4.6.5.12.1 (March 19,
2008)

56 The IRS will issue a manual refund or OBR on a stimulus payment when the IRS has
placed a freeze on the taxpayer’s return, such as when the return is identified by the Question-
able Refund Program, in identity theft situations, or when duplicate returns have been filed.
IRM 21.6.3.6.6.3 (May 14, 2008).

57Injured Spouse is a process by which a non-debtor spouse informs the IRS, via Form 8379,
Injured Spouse Allocation, that the portion of a tax refund attributable to the non-debtor spouse
should not be offset against the debtor spouse’s tax liability. See IRM 21.4.6.5.9 (Oct. 1, 2007).
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* A taxpayer’s stimulus payment will be delayed when the name and SSN of one
spouse do not match Social Security records. This situation commonly occurs
when a spouse has changed his or her name as a result of a change in marital
status but has not notified the Social Security Administration of that change.
In normal tax return processing, the IRS can correct its records by looking at
its own data and process the return. Under the ESP initiative, however, these
taxpayers have no recourse other than claiming a credit on a 2008 return with
a valid name and SSN match.

¢ Taxpayers who receive supplemental security income (SSI) and have no ad-
justed gross income are not eligible to receive stimulus payments, yet due to
confusion, some have filed ESP-only returns and are now wondering why they
have not received their payments.

Many Local Taxpayer Advocates noted that the influx of calls to TAS offices was
in part the result of IRS and other publicity focusing on the maximum amount of
the stimulus payment and the schedule of payments, without highlighting the ex-
ceptions to the schedule or the different levels of payments. One exception in par-
ticular caused confusion—taxpayers who filed on April 15 would not have payments
issued according to the published schedule. The IRS did not make sufficiently clear
that returns had to be processed by April 15 for taxpayers to receive payments ac-
cording to the schedule.

IV. ESP Outreach Poses Many Challenges to the IRS and Its Stakeholders.

The Economic Stimulus Act payments are based on a simple premise—get money
out to taxpayers and certain other individuals quickly to stimulate the economy. The
details of the eligibility for payment, application for payment, and method of pay-
ment delivery, however, are anything but simple. These complexities make it ex-
tremely difficult for the IRS and its stakeholders to craft a clear, comprehensible,
and succinct communications campaign. Indeed, when I taped a video message early
in the filing season presenting information that I believed taxpayers needed to know
about ESPs, the video (a “TAScast”) ran more than seven minutes long.58

An effective outreach and education strategy is especially critical for the esti-
mated 20.5 million individuals who have no tax return filing requirement yet re-
ceive Social Security or Veterans Affairs benefits. These individuals must take an
affirmative step to receive their stimulus payments—i.e., they must file a tax re-
turn. Communicating with this population presents a significant challenge, given
the complications of age and disability. While the IRS, TAS, and our stakeholders
have taken some effective steps and certainly can do more in this regard, the ESP
requirements are so complex that no amount of communication by the IRS will
reach all 20.5 million individuals, and even when the message is delivered, it may
not be accurately understood. For the reasons outlined in the following discussion,
it may be that the IRS is not the appropriate agency to deliver payments to special
populations who otherwise would have no contact with the IRS.

A. The IRS’s General Communications Strategy Is a Good Starting Point for More
Specific Outreach Initiatives.

The IRS began developing an outreach and communications plan as soon as it
learned of a potential economic stimulus package.5® This plan set out IRS outreach
in four phases:

1. 2008 Filing Season Efforts (through April 15): “Getting the Word Out Far and
Wide”;

2. Post-April 15 Efforts (April 15—dJune): “It’s Not Too Late to File for ESP”;

3. Community Focused Campaigns (June—August): “Enriching the Economy”;
and

4. Pre-October 15 Efforts (September—October 15): “Don’t Let ESP Pass You

By.” 60

In implementing this strategy, the IRS developed press releases, an extensive
website, FAQs, and sub-pages for targeted populations. It worked through its exter-
nal partners, such as the National Governors Association, the National Council on
Aging, the American Association of Retired Persons, and Catholic Charities. The
IRS developed multi-staged mailings to taxpayers who filed their 2006 returns and
to taxpayers who received Social Security or Veterans Affairs benefits but did not
have a 2006 filing requirement. The mailings to Social Security and Veterans Af-

58 See http://www.tax-toolkit.com/Video_Tax_Help.cfm.

59]RS Wage & Investment Division (Customer Assistance, Relationships and Education), FY
2008 Economic Stimulus Payments (ESP) Outreach Campaign (April 24, 2008).

60]d.
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fairs beneficiaries described the steps individuals should take to receive stimulus
payments and included a Form 1040A and instructions.

On March 29, 2008, IRS Taxpayer Assistance Centers (TACs) around the country
hosted a “Super Saturday” where IRS employees, including TAS employees, helped
taxpayers otherwise without a tax-filing requirement to complete their “ESP-only”
returns on Forms1040A. The IRS and its partners ran approximately 700 Super
Saturday sites nationwide. In addition, IRS Accounts Management and ACS em-
ployees staffed toll-free phone lines to answer taxpayers’ ESP-related questions.6!

During the filing season, TACs were open for extended hours on several Satur-
days. For the post-April 15 phase, the IRS plans to keep the TACs fully operational,
Monday through Friday from 8:30 AM to 4:30 PM, and to continue to assist cus-
tomers with ESP applications as well as offer free return preparation assistance to
individuals and families whose income is $40,000 or less. The IRS states that no
advance appointment is required for preparation of ESP-only returns.62 Moreover,
TAS was informed that 67 “partners” (mostly or all VITA sites) in 21 states have
scheduled ESP tax preparation activities beyond June 16. While these partner ac-
tivities are helpful, these sites do not have a national scope. For example, there are
just two sites in the State of New York (Jamaica and Kingston), with none in Man-
hattan.63

In addition to these national scope activities, IRS Stakeholder Partnerships, Edu-
cation and Communication (SPEC) and Government Liaison employees have orga-
nized many local outreach sessions with stakeholders and congressional offices. TAS
employees also participated in these activities.

B. The Taxpayer Advocate Service Has Partnered with Local IRS Personnel and Ini-
tiated Grassroots Outreach.

The Taxpayer Advocate Service’s public information, education, and outreach ef-
forts have also helped to improve public awareness. When President Bush signed
the Economic Stimulus Act of 2008 into law in February, our Local Taxpayer Advo-
cates (LTAs) were in Washington, DC, delivering the National Taxpayer Advocate’s
2007 Annual Report to Congress to their congressional offices. We immediately pro-
vided the LTAs with ESP talking points that enabled them to address questions
from congressional staffs. The LTAs continued their outreach in the weeks that fol-
lowed, supporting congressional offices and the IRS’s Governmental Liaison staff at
ESP events and working with other IRS functions and local organizations to inform
taxpayers about stimulus payments. Because all LTAs are required to conduct 40
graslsroo:cs1 outreach events every year, the foundation for this initiative was already
in place.

TAS moved quickly to bring the Low Income Taxpayer Clinics (LITCs) into the
ESP outreach process. On March 6, TAS hosted a nationwide conference call on ESP
issues for LITCs, and IRS representatives from the Office of Chief Counsel, Commu-
nications and Liaison, and the Wage and Investment Division’s Customer Assist-
ance, Relationships, and Education (CARE) organization participated. This gave ap-
proximately 100 LITC participants an opportunity to bring specific questions the
clinics had encountered in working with taxpayers to the attention of the IRS.

TAS also collected and provided the IRS with comments from both the LITCs and
Taxpayer Advocacy Panel members on an early draft of the Form 1040A-3 informa-
tion package for the ESP-only population. TAS created an Economic Stimulus page
on its public website 65 and provided an e-mail address to the LITCs to pose ques-
tions. As part of this coordinated approach, with the goal of using all the tools at
hand, I recorded a “TAScast” video message for the ESP-only population. TAS
placed this video on its three external “toolkit” websites and marketed it through
YouTube.®6 Additionally, we placed an IRS video (in English and Spanish) for Social
Security and Veterans Affairs benefits’ recipients and an American Sign Language
video on our Tax Literacy Toolkit.

61TRS Wage & Investment Division, IRS puts its best face forward on Super Saturday, Insider
(available at http://win.web.irs.gov/articles/2008/Super_Saturday.htm (last visited June 8, 2008)).

62TRS Response to TAS Information Request (June 13, 2008).

63 Email from SPEC Senior Communications Analyst to TAS Senior Program Analyst (June
11, 2008) (email on file with the Taxpayer Advocate Service).

64Taxpayer Advocate Service, FY 2008 Operational Priorities, TAS-13.1-1007-002, Attach-
ment 1 (Nov. 2, 2007), at 20.

65 Taxpayer Advocate Service, Economic Stimulus Payments, at http:/www.irs.gov/advocate/ar-
ticle/0,,id=179751,00.html.

66 The websites include the Tax Literacy Toolkit at http:/www.tax-toolkit.com/Welcome.cfm,
the Electronic Press Kit at http://www.irs-tas.com, and the Advocate Toolkit, which is primarily
a resource for LTAs, at http://advocatetoolkit.com.
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Local Taxpayer Advocates have participated in many of the IRS initiatives and
conducted their own outreach through their grassroots contacts. In Philadelphia,
TAS participated in several “Senior Expos” sponsored by local and state representa-
tives, providing general and specific information about the ESP program. Detroit
TAS participated in a webcast with a local television station. In Mississippi, TAS
provided information to employees of the Jackson Senior Service Division regarding
the stimulus payments. These employees in turn provided information to the senior-
citizen homes and other senior-citizen groups throughout the city.

Low Income Taxpayer Clinics also are doing their share of ESP outreach and edu-
cation. Clinics have conducted outreach presentations at elderly and disabled low
income housing facilities in New Hampshire, given interviews on local Spanish lan-
guage television stations in Central California, made presentations to local senior
centers and English as a second language (ESL) classes in Arkansas, conducted out-
reach to a foster grandparents association and an independent living service organi-
zation in Richmond, Virginia, and participated in many other activities throughout
the United States in partnership with VITA sites and other nonprofit organizations.

C. Barriers to Obtaining Participation of Social Security and Veterans Affairs Bene-
ficiaries Present a Challenge to the IRS.

As noted above, the IRS developed a special 1040A package that it sent to about
20.5million Social Security and Veterans Affairs beneficiaries who did not file tax
returns for 2006. To date, approximately 7.7 million of these individuals have filed
2007 returns.6” The IRS is planning to send another notice to those taxpayers who
have not yet filed. This second notice will be identical to the first, except that it
will incorporate some visual improvements, including a larger font size for the no-
tice itself and an easier-to-read font color. The accompanying Form 1040A return
will not be in a larger font.

Notwithstanding the efforts of the IRS, TAS, and outside groups to reach this pop-
ulation, there are major challenges to achieving a significant participation rate. In
flddition to the fundamental complexity of the program, challenges include the fol-
owing:

. gome senior citizens may view filing a return as requiring too much effort for
300.

« This population may lack Internet access or may be uncomfortable obtaining tax
information from the Internet.

» This population may lack the mobility necessary to obtain assistance in apply-
ing for the ESP.

¢ Members of this population may be incapacitated and under the care of guard-
ians, conservators, or nursing homes and hospitals.

¢ The return preparation cost may be too great and they may not know how to
obtain free return preparation.

e Individuals who have not had contact with the IRS for years may be unwilling
to start filing with the IRS, for fear of losing government benefits or because
of a more generalized fear about contact with a federal enforcement agency.

* Confusing messages, conflicting information, not enough information, or too
much information can all discourage participation.

The following is an email I received from the Director of a Low Income Taxpayer
Clinic in the Midwest, which illustrates some of the confusion relating to the ESP
program:

Communications about the ESP was TERRIBLE. Taxpayers received too much in-
formation—much of it incorrect—from too many places. Taxpayers were just con-
fused and overburdened with information—from local and national news programs
to local and national TV commercials there was information (misinformation) on
ESP. There is going to be a lot of duplicate filings of the 1040A (ESP) and it is not
“fraud” it is just “misunderstanding” by the individuals filing these returns. We
have already been asked to participate in many regional news programs to answer
taxpayers questions about why people have not received their ESP based upon the
timeline on IRS.gov and why EVERYONE is NOT receiving $600 for themselves and
$300 for all of their dependents.

We heard from many Social Security/Disability recipients who filed a tax return
for 2007 in February, prior to the Social Security Administration mailing, thinking
they also had to send in the 1040A to receive their ESP. Even though the mailing
sent to them by the Social Security Administration said at the top that they did not
have to file if they had already filed a 2007 tax return they either could not or did

67IRS Economic Activity Stimulus Report (June 17, 2008).
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not read this message or they were just afraid they would not get the ESP unless
they filed the form they received in the mail.

The individuals who are having to file for the ESP only are not the most “sophis-
ticated” of taxpayers. Many have not filed a tax return in many years due to their
age. They just do not understand the process. We had (and are still having) numer-
ous calls from VITA/TCE clients in our area thinking the VITA/TCE preparer made
a mistake because the VITA/TCE site filed their ESP online or on a “white form”
while the color of the paper of the form they received in the mail was pink. Many
of these VITA/TCE clients wanted to know if it was alright that they had copied
the information from the “white” copy given to them by the VITA/TCE volunteer to
the pink paper return. When asked if the “white” form had already been filed they
answered either yes or I don’t know for sure. Even when we told them the “white”
form that had been filed would work, many told us they were going to go ahead
and mail the pink form because they wanted to be sure they received their money.

People still do not understand the $ amount they are receiving and or why. There
was too much media raising individuals expectation that everyone would receive
$600 and $300 for their dependents. I have had a local “diamond” outlet’s commer-
cial repeated to me many times as “proof” they were suppose to receive $600 for
themselves and $300 for their dependents. The common comment is “It is you and
the IRS who do not understand the amount I should have received, don’t you listen
to TV, etc.” 68

Given the message saturation and confusion described in the email above, coupled
with the characteristics of the target population, is it any wonder that the IRS’s
phone lines have been swamped and that millions of eligible individuals have not
yet filed?

V. Some Modest Suggestions for Future Initiatives

One lesson to be learned from this year’s ESP initiative is that message satura-
tion creates taxpayer confusion and causes unnecessary work for the IRS. Although
a saturation campaign certainly gets the word out about a program, the owners of
the campaign quickly lose control of the message. Thus, advertising by diamond
merchants, department stores, auto dealers, and electronics stores enticing tax-
payers to spend stimulus payments on their products reinforce an inaccurate mes-
sage. Taxpayers come to expect the maximum stimulus payment amount and don’t
understand the exceptions. This uncertainty and its consequences can even defeat
the underlying purpose of the stimulus payments. Although taxpayers may spend
more—either on credit or with savings—in anticipation of their stimulus payments,
they may end up financially harmed if they do not receive all or part of the payment
they are expecting and go into debt. The problems with a saturation message cam-
paign are compounded if the design of the program itself is so complex that it takes
twenty pages of Frequently Asked Questions and a seven minute podcast to explain
it. If Congress decides to enact another ESP, it should consider how to simplify the
eligibility rules so that they lend themselves to easy communication. Such sim-
plification may mean that some individuals receive more or less than they might
under the current ESP, but this trade-off for clarity would be well worth it.

A second lesson is that when an initiative targets a population that does not oth-
erwise have contact with the IRS, it may be better to utilize another federal agency
for payment delivery. The 20.5 million Social Security and Veterans Affairs bene-
ficiaries all receive payments from those agencies, and many of those payments are
directly deposited into bank accounts. Why not find a way to let those agencies
make stimulus payments to individuals without a tax filing requirement instead of
requiring them to file ESP-only returns and having the IRS then send them paper
checks? The Social Security Administration and the Treasury Department recently
announced the availability of a no-fee debit card on which unbanked Social Security
recipients may receive their benefits.69 Why not download the value of the stimulus
payments onto such cards?

Third, where there are no better alternatives than for the IRS to deliver such pay-
ments, the IRS and other federal agencies could cooperate to determine the exact
payments to these special populations and the best method for delivering them. The
ESP could be designed so that the IRS, the Social Security Administration, and the
Department of Veterans Affairs work together to identify which beneficiaries do not

68 Email from the Director of a Low Income Taxpayer Clinic (email on file with the Taxpayer
Advocate Service).

69The Department of the Treasury estimates that by converting the 10.5 million people who
still receive paper Social Security checks once a month to electronic payments, the Federal Gov-
ernment could save up to $42 million a year. Lori Montgomery, Treasury Dept. Rolling Out So-
cial Security Debit Card, Washington Post, June 10, 2008, at D3.
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have a filing requirement but have at least $3,000 in benefits. Why force these indi-
viduals to file a tax return? Why not authorize the agencies to determine eligibility
based on available information? 70 Moreover, once the IRS determines eligibility and
the amount of payment, the IRS itself should develop the ability to utilize no-fee
debit cards to deliver stimulus payments (and all tax refunds).

Fourth, I note that one of the circumstances that made the ESP initiative so chal-
lenging was the short timeframe the IRS had from the time the bill was enacted
until the time the first ESP was scheduled to go out to taxpayers. The IRS found
itself scrambling to work out the logistics, such as developing an outreach strategy
and materials, anticipating taxpayer questions, and strategizing about the best way
to get answers to these questions to the public. Although the ESP program may
seem like a one-time occurrence, the IRS often faces unanticipated events, including
natural disasters, that affect taxpayers and their ability to comply with their tax
obligations, thereby requiring special rules, procedures, and outreach. Instead of
scrambling to address the unexpected, the IRS should be able to plan for it.

There are several concrete steps the IRS can take to prepare for the next unantici-
pated event, whether it is a congressionally mandated program or a Presidentially
declared disaster. Although the IRS has an internal Disaster Readiness Group, I
recommend that its mission be expanded and that the IRS create a larger and more
diverse emergency readiness group of external partners from which it can solicit
feedback on its outreach efforts. The emergency readiness group should be active
and available all year, ready to provide guidance on the most effective way to com-
municate with taxpayers, especially groups such as the Limited English Proficiency
population, the elderly, and people with disabilities. The group should include rep-
resentatives from tax professionals associations, state governments, LITCs, the Tax-
aner Advocacy Panel, the National Disability Institute and other SPEC stake-

olders.

Fifth, for the IRS to implement emergency programs, it must maintain a work-
force at sufficient levels to accommodate these demands without compromising its
service levels or throwing its modernization efforts off course. Therefore, Congress
should provide the IRS with funding to maintain a cadre of employees—whether
they be seasonal or permanent—to address these situations and programmers who
can work on these projects so that the IRS does not fall behind on its core business
systems improvements. The internal cadre should conduct reviews after each unan-
ticipated event to incorporate lessons learned and improvements into its standard
operating procedures. Moreover, where glitches such as those with manual or offset
bypass refunds or injured spouse are identified, the cadre can work on solutions in
the downtime between events.

Finally, the communications challenges posed by the ESP initiative have made
the need for a cognitive learning lab even more compelling.”! In-depth research on
how taxpayers learn and respond to communications would provide the IRS with
important tools to enable it to educate taxpayers and increase responsiveness more
effectively. The IRS could use the information gained from the cognitive lab to bet-
ter tailor outreach strategies for unexpected events to meet the diverse needs of the
tax population. We do not need to wait for a disaster or an unexpected initiative
to learn about our diverse taxpayer base, nor should we. The IRS needs to go be-
yond mere demographics and begin to develop a more comprehensive understanding
of its taxpayers now.

Chairman LEWIS. Thank you, Ms. Olson, for your statement. At
this time, I will open the first panel for question. I ask that each
Member follow the 5-minute rule.

Ms. OLSON. I am submitting, for the record, two letters to the
Subcommittee from the Federal Trade Commission and the FBI.
These letters state that almost 300 identity theft complaints have
been filed, related to the rebate checks.

[Letter from the Federal Trade Commission follows:]

70Tt is our understanding that this approach was adopted with the current ESP program in
Puerto Rico and Guam.

71See National Taxpayer Advocate 2007 Annual Report to Congress 156-161 (Most Serious
Problem: Taxpayer Service and Behavioral Research) and vol. 2, at 158-167 (Research Report:
Normative and Cognitive Aspects of Tax Compliance: Literature Review and Recommendations
for the IRS Regarding Individual Taxpayers).
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[WAITING FOR RESPONSE FROM COMMITTEE]
[Letter from the FBI follows:]
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Chairman LEWIS. Have you seen any identity theft problems re-
lated to the rebate checks, or is there a form at IRS for taxpayers
to report identity theft?

Ms. OLSON. To date, the IRS has reported to us that they have
only identified 25 cases dealing with identity theft and the eco-
nomic stimulus payment itself.

However, an informal survey in my own offices, just asking my
local taxpayer advocates, they said that they had 13 such cases. So,
either we have half of all IRS cases, or there are many more cases
out there. We usually get 1 percent of problems that the IRS sees,
as a whole.

There is no form, presently, for taxpayers to report themselves
an identity theft victim. I am concerned how the IRS is counting
these cases of identity theft, because as of this point they have not
yet implemented the marker on accounts where the IRS can know
that there is an identity theft situation with respect to a taxpayer.

Chairman LEWIS. Ms. Olson, what is the estimate cost to date
of the rebate check?

Ms. OLSON. I honestly do not know that number. Perhaps GAO
could better answer that.

Chairman LEWIS. Is Mr. White, from GAO, here today? If so,
please come forward.

Mr. White, could you tell Members of the Committee, what is the
cost today of the rebate checks? How much of this is foregone rev-
enue from shifting employees?

Mr. WHITE. Yes, Mr. Chairman. There are three components to
the cost of the rebate program that we have identified. The first
is supOplemental appropriations. IRS got a supplemental appro-
priation of $202 million; Social Security got a supplemental of $31
million; and Treasury’s financial management service got a supple-
mental of $64 million. So, there is a total of $297 million in
supplementals.

The largest element of cost is the foregone revenue that Ms.
Olson just described. IRS estimates that the foregone revenue from
shifting collections staff from doing collections work to answering
stimulus-related telephone calls to be up to $565 million. So, that
brings the total dollar cost—the supplementals plus that foregone
collections revenue—to $862 million.

Then, there is a third component to the cost, and that is the bur-
den on taxpayers of getting answers to questions about the stim-
ulus program. Taxpayers are having to wait longer on the phones
to get through, to get answers to those questions, and we can’t
quaillntify that in dollars, but that’s a very real cost to taxpayers, as
well.

Chairman LEWIS. Now, for the two of you, do you expect the call
volume to remain high through the next filing season?

Ms. OLSON. The IRS estimates, just through the end—until Oc-
tober 15th, of them getting only about another 6 million calls,
which I find a rather low-ball number. I think we may get six mil-
lion calls in July. I do think, because there will be confusion from
people who need to claim some more of the payment on their 2008
returns, that we will continue to get calls.

We may see confusion of people who received their credit, claim-
ing the credit again on their 2008 returns, because my under-
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standing is there will be a line on those returns. So, I look forward
to lots more confusion ahead.

Chairman LEWIS. Mr. White?

Mr. WHITE. Yes. Tax—individuals who are not taxpayers, who
did not have a tax filing requirement, have until October 15th to
file this year in order to claim the stimulus. So, for that reason,
there may be more calls.

Chairman LEWIS. Thank you. Now I turn to Ranking Member
Ramstad for his questions.

Mr. RAMSTAD. Thank you, Mr. Chairman. Thank you, Ms.
Olson, for your testimony and for your articulate advocacy on be-
half of taxpayers.

Also, as a Member of this panel which has oversight jurisdiction
regarding the IRS, I appreciate hearing your summary statement
that the IRS, on balance, has done an outstanding job of admin-
istering both the 2008 filing season and the Economic Stimulus
Act. It’s always refreshing to hear when an agency of the Federal
Government does a good job.

I just have two follow-up questions—that is, follow-up questions
to those asked by the distinguished Chairman—the first one re-
garding the diversion of collections staff.

In your opinion, would it have been possible—hindsight is always
20/20, and I think we sometimes even learn from it, or at least we
should—do you think it would have been possible for the Service
to hire additional temporary workers to handle phone inquiries
about the stimulus checks? Was that not done because of lack of
funding, lack of time, or perhaps a combination thereof?

Ms. OLSON. I think it is a combination thereof. The IRS did hold
over its temporary workers that it had for its filing season, that it
normally hires in the filing season, to deal with the stimulus pay-
ments, since they were, we thought, going to—the busy season was
going to be after the filing season.

Perhaps what really took us by surprise was the number of calls
coming in during the filing season, and the mailings were an at-
tempt to try to say, “Don’t call.” But people called anyway.

I think it’s hard for us, in the middle of a new initiative, to staff
up, train, go through background checks. That’s just a virtual im-
possibility. One thing I've thought is that if we’re going to continue
to get these programs given to us, that we may need to really think
about creating just a cadre, whether they’re seasonal workers,
they’re on-call workers, to deal with disasters, programs that Con-
gress gives to us, all of those things—and I'm not equating disas-
ters with programs Congress gives us.

Mr. RAMSTAD. That was my next question.

[Laughter.]

Mr. RAMSTAD. Well, thank you, Ms. Olson. My final question,
I share the concern I'm sure everybody does, with the Chairman
about identity theft. Are there any additional steps that you believe
could be taken to prevent scam artists from using the stimulus
payments as a way to steal the identities of taxpayers?

Ms. OLSON. I think that the outreach on that really needs to be
local, and I think the IRS has done well with this, and we just need
to do more of it.
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When we work through trusted partners in the communities, you
know, come to this non-profit, come to the walk-in site, come to our
Super Saturday, where you have trusted people there, then you
minimize the risk of identity theft from scam artists, because peo-
ple have an alternative place to go.

It’s when we'’re trying to deliver it on a national level, you know,
file your own return, and we don’t have a local presence, then it
provides an opportunity for these scam artists, through lots of dif-
ferent ways, to move into that local presence, and victimize folks,
and particularly the elderly population. We really would have prob-
lems there. So, going through their partners is absolutely vital.

Mr. RAMSTAD. Well, I certainly appreciate your view. Those ca-
veats, I think, are very, very important, and, as you say, especially
to avoid our senior citizens from being victimized, who are dis-
proportionately victimized by these—well, I won’t use the word in
a public hearing, but those scam artists. Thank you again, Ms.
Olson. I yield back.

Chairman LEWIS. Now I turn to Chairman McNulty for his
questions.

Mr. MCNULTY. Thank you, Mr. Chairman. I don’t really have
a question. I have an observation I want to make, and it relates
to something you said at the end of your testimony.

But, first of all, I want to thank you on your tremendous good
work on behalf of taxpayers all across the country. I am generally
in an attitude of gratitude today to all of the agencies involved, be-
cause I think our government workers have done an extraordinary
job under very difficult circumstances in a very compact timeframe.
So, I thank you all.

You made a suggestion toward the end of your testimony about
possibly having the SSA send out these checks. I just want to tell
you very directly I think that’s a terrible idea. I have spoken in the
last few days to both of the commissioners are IRS and SSA, and
they do not believe that is either necessary or in the best interest
of the process. From—and I agree with them, wholeheartedly.

You may or may not be aware of the fact that we have worked
very, very hard in the last couple of years to help SSA deal with
this tremendous backlog on disability claims, which is the result of
under-funding for years and years, for which there is plenty of
blame to go around; I'm not blaming anybody in particular. But
that’s just the way it is.

We have—we had a good increase in the budget last year. Ac-
cording to the budget resolution this year, we will have even more.
We put out a new ALJ list, we are in the process of hiring more
than 175 new administrative law judges. We are making progress.
The last thing we need to do at this point in time is impede that
progress.

The estimates that have been given to me would be that if we
were to implement the suggestion that you made at the end of your
testimony, it would take six to 8 months just to get the proper list
together in order to get those checks out. That’s the last thing we
need to do, is further delay this process. So, I just want to put you
on notice that certainly if I have anything to say about it, that’s
not going to happen.
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What should happen—because this, as I said in the beginning,
this process has been largely successful, and I think we’re kind of
in the home stretch on this, now, to kind of wrap it up—and I
think basically what we need is a good dissemination of informa-
tion and education about what we need to get to the affected popu-
lation, so that they get their stimulus checks.

I want you to know we’re going to help you with that, because
the four people right in the middle here that you’re looking at,
we’re going to get a communication out to all of our colleagues,
every single Member of the House, about getting the word out
about the steps that they need to take all across the country in all
these individual districts to get the stimulus check to which they’re
entitled.

So, as I will when the commissioners appear, I want to thank all
of you for the tremendous work you have done. The last part of
your testimony is a bad idea, and is counter-productive, and I just
want to let you know my feelings on that.

Ms. OLSON. Well, I hear your feelings. I can also say that, as
a mother of a disabled son, I have navigated the disability process,
so have some familiarity with that backlog. My suggestions go to
that population. What I have tried to think about, in response to
being asked to think about that, were alternatives, because the IRS
itself also suffers from this additional workload, as I have outlined
in my testimony, and taxpayers are harmed by the IRS diverting
its resources on systems that are making the tax system easier into
programs such as this.

So, I have tried to think about ways that would lessen the bur-
den on the IRS without placing so much burden on other agencies.

One of the thoughts that I had, because they seemed to be able
to do this in Puerto Rico and Guam, is to use the available infor-
mation that government agencies have working together, to iden-
tify those taxpayers entitled to the $300 payment without making
them take an affirmative act. I think that does require more in-
volvement on the part of Social Security Administration, working
with the IRS.

The other thing that I thought

Mr. MCNULTY. Well, that is a different proposition.

Ms. OLSON. Right.

Mr. MCNULTY. SSA is working with IRS to do

Ms. OLSON. Yes. The other thing that I thought would be a posi-
tive thing is because SSA, with Treasury’s assistance, now has
these debit cards, that we could utilize the debit cards to get the
money faster to SSA recipients. But I also propose that the IRS im-
plement debit cards. My concern was SSA recipients having to wait
for paper checks.

So, I just wanted to give you some background to where my com-
ments came from.

Mr. MCNULTY. Right, and——

Ms. OLSON. I hear your concerns.

Mr. MCNULTY. Right. Well, it’s not just a concern, it’s a reality
that would actually—when we’re trying to speed up the process,
that proposal would delay the process.

I just hope you keep in mind also the comments of Chairman
Lewis at the beginning: if IRS needs additional resources toward
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the end of this process, we want to know about that, and we want
to help with regard to that. I thank you again for your testimony.

Ms. OLSON. Thank you.

Chairman LEWIS. Now I turn to Ranking Member Johnson for
his questions.

Mr. JOHNSON. Thank you, Mr. Chairman. I’d just like to say
that I hope the IRS will continue to examine the issue of identity
theft, and take some more positive steps in that direction. I will
yield back my time; no further questions.

Chairman LEWIS. Thank you, Mr. Johnson.

Mr. JOHNSON. Thank you, Sir.

Chairman LEWIS. Thank you

Ms. OLSON. May I comment on identity theft a little bit, briefly?

The IRS—the commissioner has dedicated a lot of resources,
since he came in, to working on this issue. There are multiple
teams, and my organization is also involved with this. I think you
will see some improvements over the next year. It’s just that right
now we’re not there yet, and we have this program. So, I think
you're seeing some problems, because we don’t have the solutions
in place yet. But we are working on it.

Mr. JOHNSON. Thank you.

Chairman LEWIS. Thank you. Now I recognize Mr. Doggett for
his questioning.

Mr. DOGGETT. Thank you very much, Mr. Chairman, and thank
you for the testimony you both offered.

Ms. OLSON. you indicated that less than 100 percent of the peo-
ple who are entitled to receive this stimulus payment will receive
it. What is the best estimate of how many people will not get the
stimulus that they’re entitled to?

Ms. OLSON. Oh, I think that is—I don’t know that I have that
best estimate. We do—we have identified 20.5 million taxpayers, or
individuals, that didn’t file 2006 returns. Some of those—we’ve got-
ten in about seven million of those folks, and the question is maybe
some of those other taxpayers, they’re joint returns so we may real-
ly get more than seven million—you know, these are seven million
returns.

It’s hard to know how many others are out there that don’t—
have too low income. They’re not on Social Security rolls, they're
not on Veterans rolls. It’s a very difficult number to estimate.

Mr. DOGGETT. Do you know if there are internal estimates
within the IRS, or whether——

Ms. OLSON. Well, it’s the——

Mr. DOGGETT [continuing]. GAO has done anything on it of——

Ms. OLSON. It’s—the 25 million is what people are working off
of, with a recognition that there are other pockets of taxpayers that
we just can’t quantify.

Mr. DOGGETT. Do you have any insight on that, Mr. White?

Mr. WHITE. We don’t have a separate estimate of our own. I
agree with Ms. Olson. IRS initially estimated something over 20
million. They’re not sure whether it’s going to be that many or not.
The problem here is the difficulty of trying to estimate the number
in that group.

Mr. DOGGETT. While I clearly am very concerned that all those
who are entitled to this stimulus payment get it, I note, as Mr.
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Johnson pointed out, that we have spent $300 million to ensure
that it gets done right.

I am also concerned about whether any of these payments are
sent out to people that are not entitled to receive them. Are either
of you involved on that end of it, to be sure that the stimulus pay-
ments only go to those who are entitled to receive them?

Ms. OLSON. Well, I think that the—actually, the way that the
legislation has been written is pretty tight, as

Mr. DOGGETT. Well, let me tell you where it apparently wasn’t
tight enough.

Ms. OLSON. Yes, Sir.

Mr. DOGGETT. Yesterday I received a notice dated June 16th
that my mother would receive her payment next week. My mother
died last September. Within a week of her death, because her pay-
ments are direct-deposited into her account, I notified Social Secu-
rity, to be sure that we wouldn’t have any payment to which we
were not entitled.

Do you have any estimates? I extend this question—I may not
be able to stay for all their testimony—to the next panel, as well.
Do you have any estimate of how many dead people are receiving
stimulus payments?

Ms. OLSON. Sir, I don’t. There is a question on the website that
I will go back and look at that talks about decedents, and who is
entitled to that payment in the course of the decedent, because it
would be—the payment is based on their 2007 filing. So she filed,
or her—you know, her estate filed——

Mr. DOGGETT. Her estate filed——

Ms. OLSON [continuing]. A return for her. Perhaps under the
law, she is entitled to it, and I would have to check——

Mr. DOGGETT. Well, I would like to know about that, too.

Ms. OLSON. Yes.

Mr. DOGGETT. If, as a part of the stimulus—in her case, she
does not have a surviving spouse—whether this payment goes to
estates of people this year or not, and what efforts—it surprises me
that there has not been any update, if there has not, of the data-
base to reflect that. Do you know

Ms. OLSON. I will check on that.

Mr. DOGGETT. Do you know, Mr. White, if under this payments
can be made to the estate if there is no surviving spouse of some-
one who died last year?

Mr. WHITE. I am not sure, off the top of my head. I—given the
short period of time that IRS has had to implement the program,
I don’t think yet there are good estimates of non-compliance prob-
lems. We are monitoring this as part of our filing season work for
the Subcommittee on Oversight, and we will be reporting later this
year.

Mr. DOGGETT. Well, it’s been right at 9 months since I notified
Social Security of this. You would certainly expect that they would
have updated the database to show the correct information.

Fortunately, they have not been sending, to my knowledge, any
direct deposit of her Social Security check. You would expect that
they would have it all—all the database—corrected in 9 months,
wouldn’t you?
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Mr. WHITE. We are—this is something we are monitoring, and
we will pursue as part of our ongoing work for the Subcommittee.

Mr. DOGGETT. Thank you very much.

Chairman LEWIS. Thank you. Now Mr. Brady is recognized for
his questions.

Mr. BRADY. First, let me thank Chairman Lewis and Chairman
McNulty, Mr. Ramstad, and Mr. Johnson for hosting this hearing.
I think it’s important to do this.

Our caseworkers, for whatever it’s worth, our caseworkers back
in Texas have experienced few complaints about the help line. In
fact, we’'ve gotten calls back from those we've referred, where they
have been satisfied with the results. I don’t know if that will con-
tinue, but that’s our experience back home.

The question today deals with the technical aspects of delivery.
But I think the bigger question on the stimulus checks is, is it
working. Are these checks stimulating our economy across this
country, as was hoped? I think the answer is no, or certainly not
as much as it could. There is reason for that.

In the past year, rising fuel prices have, I believe, neutralized
the impact of the stimulus checks. Just in the past year, the aver-
age family in America is now paying $536.50 more for fuel than
they were a year ago. It is hard to have—with $300 to $600 stim-
ulus checks, it’s clear that these checks are being drained down our
gas tanks. The impact is being neutralized, because families are
not buying a new computer, or a washer and dryer or a TV set
when they can’t afford gas for their family van.

It’s frustrating that this Congress has failed to act to lower fuel
prices in America. We have, unfortunately, found time in the past
few weeks to pass legislation through the House to protect exotic
cats and dogs in foreign countries. We found time to celebrate the
International Year of Sanitation. This week we found time to pre-
vent monkeys from crossing state lines. But we have not found
time to take the actions to lower fuel prices for American workers.

That cost of $536 more is even higher if you live in a rural com-
munity, which much of America does. It just seems to me both Re-
publicans and Democrats together have to find a way to unlock our
resources here in America to produce more American-made energy,
to take more responsibility for the daily energy needs. Because
being dependent on foreign countries for nearly two-thirds now of
our daily energy needs is costing us at the pump, and it’s robbing
the impact of these stimulus checks.

Ms. Olson, I won’t ask you that question, the impact.

Ms. OLSON. Thank you.

Mr. BRADY. I will say, though, you have raised a separate issue
from that, which I feel we ought to be exploring. That’s the issue
of debit cards. Seems to me we need a—as much as we can—more
of a 21st century response to challenges, short-term challenges, like
this.

Can you comment on how those would occur, and who would be
eligible to get them?

Ms. OLSON. Well, I do think I have to say the IRS is exploring
the idea of delivering regular refunds on debit cards as Social Secu-
rity has started to use debit cards for those individuals who don’t
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have bank accounts. There are savings to the government in that
regard, so that you don’t have to issue paper checks.

A debit card has an account number and a routing number, just
the same way as a bank account does. I think my understanding
is, with Social Security, that Treasury has entered into a contract
with one entity to deliver these cards. It’s no fee to the individual
receiving the card. It can be done in any number of ways: people
going into banks and picking up a card, or being assigned a card
themselves.

So, I think that, you know, the—that would just—for those indi-
viduals who are unbanked, or even in the area where we're sending
out paper checks, the delivery of dollars is so much faster if we're
delivering it electronically.

Mr. BRADY. Yes.

Ms. OLSON. The debit cards are just really, to me, as you said,
a 21st century solution.

Mr. BRADY. Those debit cards, since people are struggling so
much with high fuel prices, you know, if they weren’t able to afford
something they needed, but instead had to buy higher gas, would
they be eligible to use it at the gas pump?

Ms. OLSON. Absolutely. The Social Security cards are used any-
where that essentially a credit card is taken. So, at food stores, at
gas tanks, at ATMs, et cetera.

Mr. BRADY. All right. Thank you, Chairman. Yield back.

Ms. OLSON. Mr. Chairman, may I answer Congressman
Doggett’s question? I found

Chairman LEWIS. Yes, you may, Ms. Olson.

Ms. OLSON. Thank you. There is a FAQ on the IRS website that
says, “If an individual dies, what happens to his or her direct de-
posit, or stimulus check?” The answer is, “Stimulus payments will
be issued in the name of the individual eligible for a payment on
a filed 2007 income tax return, or to the account designated by the
individual on that return. This includes situations where a person
dies after filing a return, or where the final 2007 income tax return
was filed by a personal representative or surviving spouse.”

“Any issues or concerns involving a decedent’s filed return, or the
related stimulus payment, should be addressed by the legal rep-
resentative of the decedent’s estate.” So——

Chairman LEWIS. Now I turn to Mr. Pascrell for his questions.

Mr. PASCRELL. Thank you, Mr. Chairman. Mr. Chairman, with
all due respect to my good friend from Texas, the last thing that
these Members need is another lecture on drilling. But I am sure
that will not be the last one.

You know, if youre respectful of the Members, if you're respect-
ful of the Members, then you bring to folks’ attention the high cost
of everything, not just gasoline.

Second of all, this is not germane to the topic, not at all.

Mr. BRADY. Will the gentleman yield?

Mr. PASCRELL. Sure.

Mr. BRADY. One, Bill, I think you're wonderful, and I appreciate
your leadership, but I do think fuel prices are germane to this dis-
cussion on stimulus checks. Not only are fuel prices up, but food
prices, because we have not dealt with this fuel issue. That is driv-
ing a good amount of food prices, cost increases, as well.
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So, while it is important to folks on the technical side, I think
most of America is struggling, and needs some help that way. That
is the only reason I point this out, because I think that’s the bigger
picture we ought to be looking at. I yield back, I apologize.

Mr. PASCRELL. Yes, thank you, Mr. Brady. The gas prices
didn’t just go up the last 6 months or the last year. Gas prices have
been going up since 2001. You know they’ve increased 270 percent.

Mr. BRADY. Yes, 170 of that

Mr. PASCRELL. It didn’t just happen, and——

Mr. BRADY [continuing]. In the past year.

Mr. PASCRELL. So, to create the impression, which is in your
talking points—not you, but your party’s talking points—that this
is going to be we’re going to be saddled with this, has nothing to
do with the questions we should be asking Ms. Olson. I don’t think
so. Maybe—am I out of order? Tell me. But I don’t think it has any-
thing to do with the price of tomatoes.

I am concerned about this number: 3,776,147 people over the age
of 65 remain to file for the checks under SSA and VA. In New Jer-
sey, it’s 108,803, 69 percent. I would like to know, Ms. Olson, what
are you doing about it?

Ms. OLSON. Well, the IRS is mailing to those individuals that
we've been able to identify, through the help with Social Security
and Veterans Administration, a second mailing, asking them to
come in and file, and providing to them the return that they need
to fill out in order to get this payment.

The IRS is continuing, through its walk-in sites, to—located
throughout the United States—to prepare these ESP-only returns
for free for taxpayers, if they can come in. They are continuing to
work with their non-profit partners to have initiatives that go out,
as are my employees.

I think that there are—as I outlined in my testimony—some nat-
ural barriers to getting some of these folks who have not had any
trafficking with the IRS for several years to want to file a return
again, which led to my recommendation for future efforts, that we
try to come up with a way where we can automatically get this
money to them, without them having to file a return. Because I
think, with some of this population, that’s too difficult.

Mr. PASCRELL. I mean, no other demographic group is even
close to this group. You would agree to that, right?

Ms. OLSON. Oh, when we——

Mr. PASCRELL. I mean, the next group is like 13 percent.

Ms. OLSON. When we know, particularly with the—since we'’re
basing the information on who has filed a return the previous year,
we have a lot of information on those populations, and we’re basing
it off of their 2007 return.

Mr. PASCRELL. Well, what can we learn from the Treasury De-
partment’s inability to communicate to EITC recipients, for in-
stance—if I could draw a parallel here—and you know the millions
and millions and billions of dollars that are unclaimed with those
who are the working poor, which we are dedicated to, 'm sure both
sides of this aisle. Have we learned anything from their short-
comings?

Ms. OLSON. Well, the IRS actually does a very good job—I've
spent my life around the earned income tax credit. What is inter-
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esting in those numbers is that we have a very high participation
rate among families with children.

Where we have a very low participation rate is the EITC that
goes to the non—you know, the worker that doesn’t have a child,
which, to some extent, is in this other population for the Social Se-
curity—I mean the economic stimulus payment: low-income work-
ers that maybe don’t have enough income to file an income tax re-
turn.

Mr. PASCRELL. Right.

Ms. OLSON. I think they’re both very difficult populations to get
to. They don’t necessarily have Internet access. If they have access,
they don’t necessarily have Internet literacy to do the kinds of
things that you might need to do to file a return.

Again, as I said earlier, I think that the IRS sometimes is not
really the best—the entity to communicate that. I mean, after all,
we are an enforcement agency, on top of everything else. So, that’s
why we have to really work with our partners, whether it’s the
states and state agencies, or congressional offices, or non-profits in
the community that, for other reasons, are reaching out to these
populations.

Mr. PASCRELL. If we’re passing legislation, Mr. Chairman, to
help those who need this most, and for those who are older, like
myself, and those who become incommunicable, this is a very dif-
ficult situation which I don’t see any—I'm not in a comfort state
right now——

Ms. OLSON. Right.

Mr. PASCRELL [continuing]. To know that we’re getting to this
public, and yet this is a lot of money we’re talking about here.

Ms. OLSON. Right, right.

Mr. PASCRELL. To people who greatly need it. We have not—
you know, we're state of the art—improved the state of the art to
get to these people. I think that this is a very, very difficult—I
would like to know, from the IRS, what theyre going to do to ad-
dress the most glaring problem here: 69 percent in New Jersey, 67
percent across America. The next demographic group is 13 percent,
and that’s over 50, or 55, if I'm not mistaken.

So, I don’t know what you're going to do, but I would like to sure
as heck know about that, and I'm sure everybody on this panel
would like to know. Thank you, Mr. Chairman.

Chairman LEWIS. Mr. Pascrell, I want to thank you for drawing
attention to the number of people in New Jersey who have not
filed.

I noticed in the State of Georgia more than 167,000 have not
filed. I want to thank you for bringing it to our attention.

Now I recognize Mr. Tiberi for questioning.

Mr. TIBERI. Thank you, Mr. Chairman. Thank you to you and
to the other Chairman and to the Ranking Members for holding
this hearing today.

I agree with what Mr. Ramstad said, that 95, 96, 99 percent of
what you are doing and what the IRS is doing is great.

Let me tell you about something that I think is not so great, and
get your thoughts on it. In your testimony, you acknowledge that
the IRS did not make sufficiently clear that returns had to be proc-
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essed by April 15th to be followed through to the schedule that’s
been posted, in terms of when people are going to get refunds.

We have had probably between 50 and 60 individuals contact our
local office, wondering what happened to their return. They're
mostly seniors, they’re mostly people who filed to get a paper re-
fund, not an electronic transfer refund. Most of them we find out
have filed close to or on April 15th. We didn’t know, they didn’t
know, that they would be impacted by the date that they filed. So,
there has been a lack of communication.

Most of them have been resolved with going to the website and
getting the new date. Not all of them have. In fact, Congressman
La Tourette, also from Ohio, his office was told last week by an IRS
official that, in fact, some of these people may not even get a rebate
check because they may have filed wrong, which is a bizarre state-
ment, in and of itself.

One taxpayer I talked to Monday night, who was supposed to get
a refund or a check on May 12th has been told—hasn’t got any an-
swers from the IRS, has been told by your office in Ohio, “Keep
checking back with us on a weekly basis.”

So, his question to me was, “Who do I call when I can’t get help
with the advocate’s office, and I can’t get help with the IRS?” That
person happens to be my dad, who is pretty frustrated right now.
He is not the only one. So, what do we tell our constituents who
aren’t getting any answers, who filed properly, and filed within the
designated time that we all in Congress said you need to file b.

Ms. OLSON. You have really highlighted a number of the issues
that I have also tried to highlight in my testimony, the first being
it’s very difficult when you'’re trying to get a broad message out.
“We are going to get this payment to you. It is up to $600, $1,200,
whatever,” and then there are all these exceptions to the rules.
“File by April 15th,” you know, but then we don’t say, “But you ac-
tually have to do it before, so we can process it by April 15th, so
we can be on this schedule.” Those are hard messages to get out.

I have been told that the website only can give information about
the status of your payment if it is 2 weeks, within 2 weeks it’s
going to be issued. So, if you didn’t file in order to be processed by
April 15th, you're down there in the processing line, and your infor-
mation may not be on the website. The website will say, “No infor-
mation at this time.”

Mr. TIBERI. That’s right.

Ms. OLSON. When you call my employees, they are frustrated
because they have no ability, unlike regular refund checks, to do
a—cut a manual check, process your father’s or any other tax-
payer’s account that has some kind of hardship need out of cycle,
and get the payment to you. That is something we are not able to
do with these economic stimulus payments, which is very frus-
trating for my employees, and obviously, for the taxpayers.

So, all they can do is keep checking, themselves, the systems
weekly to see when has your father’s—or any taxpayer’s—check
posted to go out. We do not have the tools to expedite those pay-
ments.

Mr. TIBERI. Do you have suggestions on how maybe the IRS can
be helpful?
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Ms. OLSON. They are bound in the same way that we are. You
know, I think that if the IRS had had more time, they could have
programmed and, you know, maybe enabled us to be able to do
manual checks, so that we could have overridden some systems. If
we had had more time, we may have been able to program a better
website that could give more information further on down the line,
as far as estimates of what payments can come.

But I think if you called any number at the IRS, if the payment
isn’t scheduled, everyone is going to give you the same answer.

Mr. TIBERI. Have you heard what Mr. La Tourette’s office was
told by an IRS employee?

Ms. OLSON. No. Do I want to?

Mr. TIBERI. That if you filed incorrectly, that you may not get
a stimulus check?

Ms. OLSON. Oh. That surprises me. Again, that would be the
thing that I would say that taxpayer needs to come to the Taxpayer
Advocate Service, so that we can track down why—what the infor-
mation was.

I do know that we are getting some returns, duplicate returns,
where a taxpayer—and this goes to the elderly population—which
we saw this with taxpayers, they went to the VITA site, and they
filed a 1040 on white paper. Then they got a mailing from us,
where we had put the 1040 on pink paper, because we wanted
them to see it, and they thought, well, now they need to send an-
other one in, because they send a white one in first, so now they
need to send a pink one in.

If we get two of those returns, it’s going to take some time. But
we will resolve that issue. But it will delay the payment of the
check, you know, the payout.

So, there are a lot of different things that may have happened,
but that’s where maybe Taxpayer Advocate Service can be helpful,
in tracking down——

Mr. TIBERI. Okay.

Ms. OLSON [continuing]. What the problem is, and fixing it.

Mr. TIBERI. Thank you. Thank you, Mr. Chairman.

Chairman LEWIS. I just want to remind Members that if you
can, limit the question to 5 minutes so all Members will have an
opportunity to get their questioning in. Mr. Pomeroy is now recog-
nized.

Mr. POMEROY. Mr. Chairman, I note you make that admonition
as I begin to inquire. Is that——

Chairman LEWIS. Oh, no, I didn’t mean that. It was not for you,
Mr. Pomeroy. You know I would never do that to you.

Mr. POMEROY. A couple of compliments to start the inquiry pe-
riod. I have been very impressed with the new commissioner, Doug-
las Shulman, appreciate the IRS provided information about the
take-up rate, especially with seniors, on the—or the SSA/VA popu-
lation that has filed.

I also appreciate, once again, Ms. Olson and her leadership with
the taxpayer advocacy office. I really do think that you play a very
constructive role in improving the system, and advocating for tax-
payers, just what Congress thought as they created our position.
Congratulations on good work, once again.
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I notice that the IRS anticipated 6.8—it anticipated 14.5 million
ESP-only returns would be filed. Based on our staff's research as
of May 31st, 6.8 million ESP-only returns filed. The IRS estimates
in a letter from the commissioner that there is 5 million seniors in
the SSA/VA population that have yet to file.

The break-out by states is really quite something. In North Da-
kota, it looks like remaining to file is 75 percent of its population
age 65 and over. The numbers by state, also alarming: Ohio,
226,000; Wisconsin, 77,000; Michigan, 154,000; Massachusetts,
151,000. I mean, this goes on and one.

I, by the way, will add this list to the record. I think it shows
that we have work to do. I think that the IRS, SSA, Members of
Congress, allied groups, getting the word out they can still file and
get this information is extremely important.

[The information follows:]

COMMITTEE INSERT

Mr. POMEROQOY. I take general issue with my Social Security
Chairman, relative to whether or not this is any business of SSA.
I think when you get take-up rates falling so far short of the uni-
verse of eligible for stimulus, we need to be pretty open-minded
about how we can make these systems work better.

I certainly am one, as a senior Member on the Subcommittee on
Social Security, open to any suggestions in this regard, including
a greater role of SSA, provided, of course, it doesn’t detract in any
way—and I think this is the Chairman’s concern—from their fore-
most mission. We would have to staff it, we would have to build
systems that allow them to do it without interruption of the impor-
tant work they do getting out these Social Security checks and re-
ducing the backlog on disability determinations.

Okay. On a portion of your testimony that has not been men-
tioned today involves the very unfortunately interaction with re-
fund anticipation loans and the stimulus check. You know, I think
refund anticipation loans are pretty much worthless. I would prob-
ably vote against them. I certainly have been concerned about our
free-file alliance partners using relationships with the IRS to mar-
ket what I think is an extraordinarily poor value to taxpayers.

But I don’t think anything brings out what poor value this is
quite as much as the interaction on the early return, and let’s talk
about that for a minute.

If T understand your testimony correctly, the way a RAL works
is a temporary account is established, for the purpose of deposit to
the account. So, for the almost 10 million taxpayers who purchased
refund anticipation loans and 10.5 million who purchased refund
anticipation checks, each of them had these special accounts cre-
ated, and that was related to their filing. Am I correct so far?

Ms. OLSON. Yes.

Mr. POMEROY. Now, this account goes away when they get
their refund anticipation check. So, it’s not an account the IRS can
use for an electronic deposit.

Ms. OLSON. Correct.

Mr. POMEROY. So, the only way anyone who got a refund an-
ticipation loan gets a stimulus check is by a paper check mailed
out.

Ms. OLSON. By a paper check, that’s correct.
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Mr. POMEROY. So, let me just put this straight. Some of these
people going to—some taxpayers, like millions, going to tax pre-
parers that are hawking not just tax preparation services, but
these side products like refund anticipation loans, knew at the time
they were selling the refund anticipation loan to the taxpayer, that
it would cause a two to two-and-a-half month delay in their receipt
of the stimulus check?

Ms. OLSON. In the—since the law was enacted in February, we
would have known very quickly that we wouldn’t be able—they
wouldn’t be getting a direct deposit.

Mr. POMEROY. That’s right.

Ms. OLSON. They would be getting a check, yes.

Mr. POMEROY. Let’s face it, the bulk of the—the bulk of tax-
payer business is, let’s say, March 15th to April 15th.

Ms. OLSON. After the first wave, after the January 15th to Feb-
ruary. We would have missed the first wave.

Mr. POMEROY. Missed the first wave, but this last wave, which
is substantial

Ms. OLSON. Right.

Mr. POMERQY. I will try and hurry, Mr. Chairman. The last
wave, which is very substantial

Ms. OLSON. Yes.

Mr. POMEROY [continuing]. Comes in to a tax preparer. They
are so desperately in need of cash, they’re taking a poor value RAL.
The person selling the RAL knows, you know, “Okay, we will get
you money right away on your tax return,” and what they fail to
tell them, I expect, in each and every instance was it would cause
a two-and-a-half month delay in receipt of the economic stimulus
check.

Ms. OLSON. That’s the effect.

Mr. POMEROY. So, they paid good money to get their refund
early, or their refund immediately, only to lose two-and-a-half
months in access to the economic stimulus check.

In my opinion, tax preparers have a relationship with the tax-
payer. That includes a fiduciary responsibility, or something like it,
in my own mind. Maybe I am being naive about representing the
best interests of the taxpayer that is entrusting them to prepare
the return. Not providing information that theyre going to delay
receipt of the stimulus check by two-and-a-half months when they
purchase at high value, relative to the refund, these refund antici-
pation loans in my opinion, it’s very, very shoddy work by this in-
dustry, and they include some of the best known tax prepares in
our country.

Ten million taxpayers on refund anticipation loans, another ten
million on refund anticipation checks. That’s 20 million people, or
20 million filers are going to be delayed in getting their stimulus
check because it took refund anticipation loans. That is one sorry
statement on what I think is a very insufficient industry. I yield
back.

Chairman LEWIS. The gentlewoman from Pennsylvania is now
recognized for her questioning.

Ms. SCHWARTZ. Thank you, Mr. Chairman, and I appreciate
this. I also want to start out by saying that I think a lot of good
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work has gone on, and on all of our behalf, to get this information
out to tax filers, particularly to seniors.

In my own office—and I personally went to a number of senior
centers and retirement communities, and I got great cooperation
from the IRS, they sent someone out with forms. My own experi-
ence in doing this is that there were a lot of people who were con-
cerned about—just as you pointed out—about filing a form with the
IRS they had not had any relationship with for a while. My sense
was that some of them were ready to do it, and some of them were
not. That really speaks to a need to do this in a somewhat different
way.

To say to people, “You need to fill out this form. It’'s a different
color, you've never done it, you won’t have to pay any income taxes,
don’t worry about it, the IRS isn’t coming after you” is not some-
thing that, you know, a lot of Americans would take to, and par-
ticularly—and I'm interested—you know, when you see all the
numbers broken down by 65 and older.

My question at this point is are they really the 80-year-old and
older who are not filing this form, that were more concerned about
it, their skills, their ability to do that? Certainly the discussion
about use of the computer, just go on the website—I want you to
know my mother-in-law is a really active 82-year-old, and she is—
hates a computer.

Ms. OLSON. Yes.

Ms. SCHWARTZ. You know, and she hates those automatic dial
things, too. You know, she wants to talk to a real person.

But—and even suggesting that they should just come in to an
IRS center is completely—just not realistic, not at all realistic.

So, the question I have is what do we do, going forward, how do
we actually really make it easier. I heard what you were saying
earlier, about the possibility of some more automatic data transfer.
Of course, even having seniors over 70 or 80 or 85, maybe even 90
say, “Oh, just make it debit card,” you know, there are a lot of
older folks who don’t believe in debit cards. They think that that’s
kind of the way we’ve gotten into trouble in this country——

Ms. OLSON. Right.

Ms. SCHWARTZ [continuing]. Too many young people living off
of debit cards, maybe.

Ms. OLSON. Right.

Ms. SCHWARTZ. But—and credit cards. So, really, the issue for
me is how can we streamline this process now? We have spent
$300 million to get this information out. We still have, in some
cases in Pennsylvania, 25 percent of the seniors eligible not yet
having received it. They only have until October 15th to file.
They’re probably going to be not just that much clearer about it,
going forward.

So, I really want you to answer how——

Ms. OLSON. Right.

Ms. SCHWARTZ [continuing]. A little more specifically——

Ms. OLSON. Right, right.

Ms. SCHWARTYZ [continuing]. How we can have these agencies
work more——

Ms. OLSON. Right, right.
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Ms. SCHWARTYZ [continuing]. Cooperatively. They’ve been work-
ing cooperatively; I'm not looking to say

Ms. OLSON. Right, right.

Ms. SCHWARTYZ [continuing]. What they have done is not ac-
ceptable.

Ms. OLSON. Right.

Ms. SCHWARTZ. But it seems to me it’s got to be easier to do
a data transfer between the IRS knowing who has actually filed
and who hasn’t, who can be reached out to, who can get a letter,
who can’t, by an exchange of data. Is that happening?

What other kinds of outreach efforts are going into, very specifi-
cally, reaching out to what I would suspect are the really more sen-
ior seniors.

Ms. OLSON. Right.

Ms. SCHWARTZ. That’s just a suspicion on my part. If that’s not
Cﬁrrect, I would like to know it, too. But how can we actually reach
them

Ms. OLSON. Right.

Ms. SCHWARTYZ [continuing]. So that they get the dollars we an-
ticipated they—and get it soon enough. Because the idea of this
was twofold: to help people who were struggling, economically; and
two, it was to stimulate the economy. This is next year; that isn’t
what we meant. We really wanted this to get out in 3 months.

So, could you speak to those several issues?

Ms. OLSON. Yes.

Ms. SCHWARTYZ. It would be very helpful.

Ms. OLSON. The first thing I want to make clear is that I am
not in any way criticizing the cooperation between the Agency that
has occurred to date or the IRS’ outreach attempts to date, because
I think they have done an extraordinary job. I said that in my tes-
timony, and I honestly mean that.

My comments about the—you know, the data exchange, are real-
ly looking at it on a going forward basis. I don’t know whether be-
tween now and October 15th, we can take the population that we
know did not file a return in 2006 or 2007, and our own Social Se-
curity’s and VA’s rolls, and then just look and see whether any of
them got Social Security or VA benefits, you know, up to—you
know, over $3,000, and then just try to get them a payment some-
how, not ask them to file the return.

Ms. SCHWARTZ. Right.

Ms. OLSON. I think that would require a legislative change. I
was mainly making that point on the basis of going forward and
writing different legislation, if we were to do this again.

Now, that might mean if we can identify those people, those are
the ones that we’re targeting for additional, person-to-person out-
reach, perhaps, you know, by the IRS, you know, folks like that.

Now, I do think that the biggest effort that we can make now be-
tween now and October 15th is to work locally, that we know how
many people aren’t—haven’t filed in each state; we have some
rough numbers of that—and that the IRS—as it has been doing,
but even more so—with the Taxpayer Advocate Service and with
Social Security and with low-income taxpayer clinics and other
non-profit groups, go out to senior citizen centers

Ms. SCHWARTZ. Right.
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Ms. OLSON [continuing]. Go out to synagogues, churches, every-
where, and, person to person, you know, reach out to these folks.
Ms. SCHWARTYZ. It’s pretty labor intensive. I mean, but you’re
saying right now

Ms. OLSON. It is labor intensive——

Ms. SCHWARTZ [continuing]. The way we passed it, we prohib-
ited automatic

Ms. OLSON. Yes.

Ms. SCHWARTZ. Doing that automatically?

Ms. OLSON. But I do think you can leverage——

Ms. SCHWARTYZ. I think that is something we should definitely
look at, going forward

Ms. OLSON [continuing]. Your networks. The IRS knows a lot of
organizations. My employees do 40 grass roots outreaches a year.
If those 40 do a grass roots outreach themselves, you can really get
out there. We just have to keep doing that.

We will never get all of them, though, for all the reasons I identi-
fied in my testimony.

Ms. SCHWARTZ. Again, I would just saying going forward I be-
lieve we ought to look at that. Again, I was not suggesting that ei-
ther, you know, SSA or IRS have not done all that they could. But
I think we are just—you know, we still are making it very labor
intensive

Ms. OLSON. I agree.

Ms. SCHWARTZ [continuing]. Very difficult to reach out to a
not-so-easy population, necessarily

Ms. OLSON. I agree.

Ms. SCHWARTZ [continuing]. To reach out to. Some of these
numbers—that’s not the purpose of this hearing—is that there are
also many people under 65, or not on SSA, who haven’t filed either,
or haven’t gotten it either.

Ms. OLSON. Yes.

Ms. SCHWARTZ. We know those people, we could write to them.
We could make it simpler.

But, going forward, it seems that we have—we know who these
people are. We have got to figure out a way to reach out to them
and do it more automatically, be able to get, if not those checks,
maybe automatic deposit to them.

So, I appreciate your recommendations going forward, and some
of these questions would apply, I think, to the next panel as well.
Thank you.

Chairman LEWIS. The other gentleman from New York, Mr.
Crowley, is recognized.

Mr. CROWLEY. I thank the Chairman, and thank you. It’s also
good to see you again. Welcome back to the Committee.

Ms. OLSON. Thank you.

Mr. CROWLEY. I have appreciated the questions, so far, or the
observations of the panel and your responses, as well.

I have done a good deal of outreach myself to my constituency
in a number of ways, to try to elevate the attention to the rebate,
the stimulus checks.

We have seen from the IRS data that has been presented to us
that in New York State alone, some 440,000 New Yorkers have yet
to file for their rebate check, like veterans retired and Social Secu-
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rity recipients have not filed for those checks. I know the outreach
that’s been done by the IRS, as I say, and the private, but I would
like to know from you, if you could comment, on what you think
has been the most successful and what has not worked.

Has the AARP mailers been successful, in your view? Will the
Super Saturdays—in my district, in parts of the Bronx, I know
they were holding Super Saturdays to help catch the people we
were hoping that would—they would get a hold of.

What do you recommend that take place, or to help get this big
number? I mean, this is still

Ms. OLSON. Right, yes. It’s a big number, yes.

Mr. CROWLEY. Also, what could we, as Members of Con-
gress——

Ms. OLSON. Right, right.

Mr. CROWLEY [continuing]. Be doing to help?

Ms. OLSON. Well, I think that the Super Saturdays were enor-
mously successful. I think because it was a partnership with the
IRS, with non-profit groups, with the congressional offices, you
know, we really got attention on that, we brought people in.

I think, if anything, we need to do another Super Saturday. More
importantly, we really need to think about how we bring this to the
individual, because some of these folks are bed-ridden, not able to
get to the site, but they can—they normally might get to a senior
citizen center during the week.

You know, so can we do a Super Saturday or Super Wednesday
at the senior citizens center in a community? I think the congres-
sional offices can help sponsor some of those events, or publicize
them, and also maybe overcome the concern that some people may
have about the IRS doing it, because it’s coming from the congres-
sional office and it’s in a site that the individual is familiar with,
their senior center, you know, wherever.

I think that that is—the IRS does have employees who work
those issues, and I think they need to just be given free reign and
the funding to be able to do those kinds of events. My own employ-
ees are continuing to do those events throughout—until October
15th.

I am concerned we do have some of the VITA sites still open, the
volunteer income tax centers, assistance centers, but there are not
very many of them. There are only about 64 or so that are open
between now and October 15th. In New York, for example, none of
them are open in Manhattan or the Bronx, you know, so you've got
this large population and we don’t have the volunteers

Mr. CROWLEY. So, the poorest populations in the city, as well.

Ms. OLSON. Yes. I fear that, you know, we really—we need to
give support to these volunteers so that they will stay open.

Mr. CROWLEY. I say that because 8 out of 10—8 out of the top
100 zip codes——

Ms. OLSON. Yes.

Mr. CROWLEY [continuing]. Are in part or in whole in my dis-
trict in Bronx and Queens.

Ms. OLSON. Yes.

Mr. CROWLEY. So, this is something we really want to tackle.

If T could just switch gears for a moment—I appreciate your re-
sponse, and we’re going to continue to work on this, and I would
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suggest to my colleagues we all need to look at this in ways in
which we can be helpful, in terms of getting this message out—if
I could just go back to Mr. Pomeroy’s question to some degree, and
he talked about a different subject matter, in terms of abuse.

I just want to bring it back to—and see if you're hearing some
of these same abuses that we’re hearing about, and that includes
we've heard reports of some abusive practices by private tax pre-
parers overcharging, or gouging, on normal non-filers with high
costs to get the rebate, including some charging some taxpayers up
to $200 on a $300 rebate.

What, if anything, can be done to reign these practices, if they
are going on, in? Is there something the IRS can do through regula-
tion, or we, in Congress, can do through legislation?

Ms. OLSON. Well, I have—I think there is a multi-pronged ap-
proach to this. One is just the simple outreach that, you know,
“You shouldn’t be paying these fees. Look out for outrageous fees.”

But I have recommended since 2001 that the—that Congress
pass a bill to regulate return preparation, so that people who are
return preparers are professionals, as opposed to just simply being
in the business to get fees, you know, and sell products like refund
anticipation loans, and things like that, that there is some profes-
sionalism put back into that.

Then, coupled with that, then, the IRS needs to go out and do
these due diligence visits, and look at things that are dispropor-
tionate, in terms of fees. That’s a very difficult issue, but the IRS
needs to tackle that head on. I have been after the IRS for—ever
s}ilnce I've been on this job, and even before then, to get them to do
this.

Mr. CROWLEY. Thank you, Ms. Olson. Thank you, Mr. Chair-
man.

Chairman LEWIS. The gentlewoman from Ohio is recognized.

Ms. TUBBS JONES. Everything is going off, okay, except eco-
nomic stimulus, anyway.

Ms. Olson, talk to me for a moment about your own office, and
your ability to handle the onslaught of work that comes as a result
of these alleged stimulus checks, and the processing.

Ms. OLSON. Well, I can tell you that when people can’t get
through on the phone lines because of the level of service and the
number of—the volume of calls that the IRS is just getting—and
I'm not being critical of the IRS here, it’s just a fact, a reality——

Ms. TUBBS JONES. We understand that. Just say what you
want to say.

Ms. OLSON. But my people

Ms. TUBBS JONES. You can be critical if you want to.

Ms. OLSON. I had a—yes, I know, believe me, I will be critical
when I want to be critical, you know, when I need to be.

But I have a four-person office in West Virginia. On 1 day they
got 86 economic stimulus calls. If you think about that, that’s 20
calls a day per person, plus they have a workload of about 42 cases
per person at any given time. So, no work is getting done in that
office, if they’re needing to talk through these concerns with indi-
viduals and reassure them and help them.

The calls are enormous to us, as well. We have gotten, since the
beginning of the year, about—over 3,500—about 3,500 cases deal-
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ing with economic stimulus. Just this past week we got 300 of
them. So, they’re—just since Monday we got 300 more cases in the
Taxpayer Advocate Service dealing with problems with the eco-
nomic stimulus—not calls, but cases.

So, it just comes on and on, and I think theyre just some of the
kind of things where things have gotten messed up, or people don’t
know where their payment is, or there is—maybe there is identity
theft in them.

Some of them are injured spouse cases where there is a debt that
one spouse owes, and we're going to grab one-half of the economic
stimulus payment to pay back that debt, but the other half should
go out to the other spouse, who is not a debtor on the debt. But
the IRS systems aren’t doing that consistently, so the taxpayer
won’t get their payment, and we have to get in there and get that
payment.

Ms. TUBBS JONES. I will say this. If I had known then what
I know now, using that as a step toward processing, what would
you—give me two recommendations.

Ms. OLSON. Well, one would be I would really take the lessons
that we have learned from this and come to terms with it’s better
to get the money out to as many people as we can who are entitled
to it, and tolerate getting some of the money out to people who
maybe, you know, they have debts to the IRS, or you know, to child
support or something. Let’s just get the money out there. Don’t put
so many exceptions into the rules, you know, things like that. Tol-
erate some payments to people that we wouldn’t necessarily ordi-
narily give refunds to, but allow it so that we can get the money
out there, if that’s the goal.

Because I think the biggest problem with the economic stimulus
payment is we have got this general statement saying, “Everybody
is going to get their economic stimulus payment, except you and
you and you and you and you and you and you, and then there are
special rules for you, over here, and there are special rules for you,
over here.”

Ms. TUBBS JONES. Only time will tell us whether it has really
been stimulus.

Ms. OLSON. That is just a disaster for——

Ms. TUBBS JONES. The dollars that we have expended in at-
tempting to use it, to make it a stimulus, and in addition to which,
dollars that could well have been put to use that might have made
it better for Americans across the board versus throwing it so that
we could spend it at Wal-Mart, K-Mart, or whatever-Mart.

But what else would you like to tell me, Ms. Olson, in terms of
second thing that if you knew then what you know now?

Ms. OLSON. Well, I do think we should do what I have sug-
gested before, which is try to figure out a way to get automatic pay-
ments out to the population that already isn’t part of the IRS, the
Social Security recipients, the Veterans Administration recipients,
you know, who are not filing with the IRS.

Ms. TUBBS JONES. Would you have suggested, then, that that
}ﬁad been their responsibility, versus the IRS, or we should

ave

Ms. OLSON. Well, again, I want that to be explored more, but
I really view that the two agencies, between the two of them,
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should be able to identify who in that population was eligible for
the payment, and then we should have figured out a way to get it
out to them, rather than asking them to file a return, you know,
and come in, and do some affirmative act and get it.

I think that’s a problem with that population. It’s asking too
much of them. So it doesn’t surprise me that we’re not getting the
fpick-up from that population, you know, that we might have hoped

or.

Ms. TUBBS JONES. Then a lot of people said, “T'o heck with
spending that money, I'm going to put it away, because I could use
it for something more important to me than going to a store and
buying some immediate piece of whatever,” in terms of stimulus.

Ms. OLSON. I am just worried about getting the money out to
them. I don’t know what they’re doing, once they get it.

Ms. TUBBS JONES. I feel you. Thank you. I yield back the bal-
ance of my time.

Chairman LEWIS. Mr. Kind is now recognized for his ques-
tioning.

Mr. KIND. Thank you, Mr. Chairman. I want to thank you for
holding this important hearing. Ms. Olson, you have been very gen-
erous and very kind with your time here today.

I would agree with your last statement. I think the greatest ob-
stacle that we have for the non-filers, those who we’re trying to do
our best to reach out to right now, is inertia, trying to get them
to take some type of step so that they get into the system, and then
qualify for the stimulus check.

But let me just redirect you on a different line of questioning. My
pet peeve—and I expressed this earlier in the year, too, when we
had an earlier hearing—was the tremendous amount of money
that’s being spent on not one, but two notifications to tax filers in
the country. According to our calculations, it wasn’t just one notice,

re-filing notice, but also a second notice that went out, close to
5100 million in just those 2 notices.

So, $1 out of every $16 that’s going out for stimulus is going out
or being used for basic notification purposes, going to traditional
filers, the vast majority of whom filed in the past, are going to file
again, will get automatic stimulus checks, based on what they file.
The vast majority of them aren’t going to be contacting the IRS for
additional information.

I understand the importance of outreach and notification, espe-
cially for the non-filers out there, and the job we have to do. I just
don’t want to be critical of the IRS or what we are giving the IRS
direction to do, because I think they’ve been doing an incredible
job, as far as turnaround time with not only the stimulus, but with
AMT late last year—and hopefully we’re going to be able to avoid
a late AMT fix for the next fiscal year, and avoid that box.

Ms. OLSON. Thank you.

Mr. KIND. But I would like to, you know, in the future, with les-
so}rlls learned with this latest stimulus, perhaps work with you and
others——

Ms. OLSON. Right.

Mr. KIND [continuing]. To see if there is a way we can tighten
up the notification

Ms. OLSON. Right, right.
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Mr. KIND [continuing]. For these stimulus measures, so it’s not
just a broad——

Ms. OLSON. Right, right.

Mr. KIND [continuing]. Overreach, and I think a lot of redun-
dancy out there——

Ms. OLSON. Right, right.

Mr. KIND [continuing]. And perhaps find some taxpayer savings
at the end of the day, while still getting to that harder-to-reach
community

Ms. OLSON. Right.

Mr. KIND [continuing]. That we want to reach out to right now,
who traditionally wouldn’t file. That’s where most of the focus has
been.

I know the IRS has been inundated yet again from questions
coming in. But my guess is that it’s not the majority of those who
are receiving notification, the traditional filers, and they basically
have to do what they have always done in the past. So, maybe
there is a way of being able to tighten that up, and with sugges-
tions that you're offering today too, have a better outreach with
those harder-to-reach individuals.

But, you know, I was never a great fan with the whole stimulus
idea to begin with. The thought of borrowing $160 billion from
China to give to people to fill up their gas tank and sending the
dollars to—it didn’t really seem like it was going to have much of
a stimulus impact.

But this past week I have been back home, battling flood waters
with many of my constituents and communities in southern Wis-
consin, and I know that this, the timing of the stimulus, is going
to be welcome, whether it’s $600 or $1,200, whatever they get, in
trying to help them get back on their feet. So, in that respect, I
know a lot of people have been struggling to make ends meet right
now. This little bit, as far as the stimulus measure, can go a long
ways to helping that take place.

But if you have any ideas, as far as outreach and notification
that might save us money and have a little more targeted version,
we would be interested to know.

Ms. OLSON. Well, Sir, I think one thing that the IRS has to do
is we have had a—if you look at this as a grand experiment, we
have had a real opportunity to learn a lot about how to commu-
nicate with taxpayers as a whole, and with hard-to-reach popu-
lations, in particular. What we really need to do is not after this
is over—you know, “over” in quotations—we have to sit down even
now, and then on an ongoing basis, and say, “What have we
learned, and what is better?”

I know that the IRS wanted to do those mailings in the first
place, based on its experience with the last tax rebate in

Mr. KIND. Right.

Ms. OLSON [continuing]. 2001, hoping to fend people away from
the phones. But I think the complexity of the message was so
great, and the contacts just generated so very early, and people—
you know, the message was, “You're going to get your money,” and
people were like, “When can we get the money,” and they were
going to pick up the phone and call.
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I think we just really have to study how we deliver a message
like that, where we deliver it, who delivers it, and at what level,
whether it’s national or, you know, area, or local community, and
what is the best way to get out what parts of the message. I think
we've got lots of data in which to learn from this experience.

Mr. KIND. Right.

Ms. OLSON. I will certainly be studying it.

Mr. KIND. Right. Thank you very much. Thank you, Mr. Chair-
man.

Chairman LEWIS. Thank you. Mr. Neal is now recognized for his
questioning. Congratulations, Mr. Neal, on Boston winning.

Mr. NEAL. I appreciate that.

Chairman LEWIS. I know you’re not from Boston.

Mr. NEAL. I played——

Chairman LEWIS. I know you represent the home of——

Mr. NEAL. But I did play a heck of a game.

Chairman LEWIS. You represent the home of the beginning of
basketball, Springfield, right?

Mr. NEAL. It’s true. It’s nice to return that trophy to where it
belongs.

Paper correspondence. Crisis proportions yet?

Ms. OLSON. I think it is in crisis proportions. I think, you know,
once we get through October 15th with the stimulus, we’re going
to be dealing with the fall-out from what has happened to the IRS
in handling these calls into the next filing season.

Mr. NEAL. What does that mean to the taxpayer, Ms. Olson?

Ms. OLSON. Well, for the taxpayer, if someone writes in—gets
a notice from the IRS—Ilet’s just give a simple example—saying,
“We see that there is a 1099 on your return, a W2 that you forgot
to list on your return,” and that taxpayer is a victim of identity
theft, it’s somebody else’s information, the taxpayer writes back
saying, “No, no, no, this is not mine,” if we don’t get that cor-
respondence to the person who is working that case, that person,
that IRS employee, is not going to know that there is another ex-
planation, and they’re going to go ahead and assess the tax against
that taxpayer, and the next thing the taxpayer knows is that
they’re either going to have to go to Tax Court, or request an audit
reconsideration, or they may be in the collection arena.

Mr. NEAL. Thank you. Thank you very much, Mr. Chairman, for
that skill in getting my question in and promoting the Celtics, and
a reminder that that championship trophy, the Lawrence O’Brien
Trophy, is named for a son of Springfield. Thank you, Mr. Chair-
man.

Chairman LEWIS. My pleasure, very delighted. Mr. White, Ms.
Olson, I want to thank you for your testimony, for being here
today. We look forward to working with you to reach taxpayers who
have not filed a rebate check. Thank you for your good work.

The Committee will recess for a half-an-hour. We have a series
of votes on the floor.

[Recess from 11:34 a.m. to 12:14 p.m.]

Mr. MCNULTY [presiding]. The hearing will come to order.
Chairman Lewis has another commitment at the present time, and
we hope and expect he will be back at some point during the testi-
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mony of the second panel. In the meantime, he has asked me to
reconvene the two Subcommittees.

I want to welcome both of the commissioners for being here, and
for the tremendous job that they are doing for our constituents all
over the country. I would remind both commissioners that your en-
tire statement will appear in the record. We ask you to try to sum-
marize, if possible, within 5 minutes, so that we can get as many
questions as possible.

It is now my pleasure to introduce the commissioner of the Inter-
nal Revenue Service, Douglas Shulman.

STATEMENT OF DOUGLAS H. SHULMAN, COMMISSIONER,
INTERNAL REVENUE SERVICE

Mr. SHULMAN. Good morning, Chairman McNulty, Mr.
Pascrell, Mr. Brady. This is my first appearance before Ways and
Means. I am two-and-a-half months into a 5-year term. I have got-
ten to speak with a number of Members individually, and I am
looking forward to working with all of you while I am here.

As you know, I am here today to discuss the economic stimulus
legislation enacted by Congress last year. The responsibility for dis-
tributing this one-time payment to taxpayers was assigned to the
IRS right in the middle of filing season, which is our busiest time
of year. Nevertheless, we understood that the point of the economic
stimulus was to provide a stimulus to the economy, and so we tried
to balance getting the checks out as quickly as possible with some
of the operational realities of doing so.

I would also just like—before I say a few words about the
progress—just to recognize my colleagues from the Social Security
Administration, the Department of Veterans’ Affairs, as well as my
colleagues at the Financial Management Service, who are respon-
sible for actually distributing the checks, once we identified the
amount, et cetera. The support in partnership was phenomenal. I
think it’s a model of how the Federal Government—at least I would
hope—would work.

As of June 13th, we have distributed $63.8 billion in stimulus
payments to over 76 million taxpayers. I am proud to report that
the first stimulus payment was direct deposited into a taxpayer’s
account a mere 70 calendar days after the stimulus legislation was
enacted. I will tell you I came in the middle of this, I started March
24th. T have 3 meetings a week with the 40 people most responsible
for stimulus, from technology to operations to customer service to
compliance, and it’s really been a phenomenal job. I am quite proud
of the people of the IRS who made this happen.

In addition, outreach was incredibly important. As a general
matter, we tried to publicize that all you needed to do was file a
tax return to get your stimulus payment. We also paid special at-
tention to the potentially 20 million people who usually don’t file
a tax return, but needed to file a tax return this year to receive
their economic stimulus payment.

We partnered with AARP and the United Way, just to name a
few. We ran what you've already talked about, Super Saturday. We
opened 320 of our sites and 400 partner sites to seniors, veterans,
and low-income workers, to come in and get their stimulus pay-
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ment—Dby filing their stimulus return. We worked very hard to
spread the word.

As you know, as the nation’s tax administrator, we did not start
this process with a master list of those Social Security and vet-
erans beneficiaries who are eligible for stimulus payments but usu-
ally don’t file a return. Nonetheless, through our outreach, I am
pleased to say that, as of now, we have accounted for 15 million
out of the 20 million people who we thought might be eligible.

I do want to correct the record. I know a previous witness said
that we had found seven million people. We have actually ac-
counted for 15 million. They have either filed for themselves, or
they’re listed on somebody else’s return.

While this is good progress, we also recognize that there is more
work to be done. So we’ve planned an outreach campaign for this
summer. We're going to entitle it, “It’s Not Too Late to File.”

Today, we are distributing to your offices and offices of other
Members of Congress a packet that will give you detailed demo-
graphic information about who in your District might be eligible to
file a return and hasn’t yet filed. We would love to partner with
Members of both Subcommittees to try to do outreach and get more
people into the system.

We are also going to send another mailing. We're going to do
more media. Just this afternoon, we have a conference call with 50
Spanish language media outlets to try to promote to people who
haven’t yet filed that they can still get a stimulus rebate.

Let me just give you a couple of on-the-ground observations from
stimulus program. I have been visiting our taxpayer assistance cen-
ters, and our phone centers, during this time. Any undertaking
that is this large and complex is certainly not going to be error
free. We currently estimate, though, that over 99 percent of people
eligible for stimulus who have filed their tax return are on sched-
ule to get their stimulus payment on time with no issues and no
problems.

To give you a sense of, when issues occur, how we’re trying to
attack them, let me just talk about the child tax credit issue that
emerged. We found out about a month ago that there were tax-
payers who didn’t check the box correctly on their tax return, say-
ing that they were eligible for child tax credit, and therefore,
weren’t getting their stimulus child tax credit.

We also found there were some software vendors who had a
glitch in their program. When returns came in to us, they came in
improperly, and so people weren’t getting their child care—weren’t
getting credit for dependent children for their stimulus returns.

Under normal circumstances in tax administration, we would say
either the taxpayer didn’t do it right, or the software vendor didn’t
do it right, and so we would send it back to the taxpayer and we
would say, “File correctly”. They would need to file correctly to get
their stimulus payment.

Because we know it’s so important that we go the extra mile
with these people—about 230,000—we actually now are correcting
their return for them, correcting the error that either the software
provider or the taxpayer made, running a batch of new stimulus
checks, and in July those people will get the extra $300 per child
that they were due under stimulus. That’s the kind of thing we'’re
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trying to do, is be creative and be very aggressive in making sure
we fix problems as we see them.

I'd be happy to answer questions. As you know, our phones have
gotten quite overloaded, and we have worked hard to manage our
resources against those. We are using the same people to run the
stimulus program as run filing season. We're doing the late AMT
fixes to get ready for filing season. So, this hasn’t been the easiest
undertaking for the IRS, but I'm quite proud of the work we have
done, and I'm happy to answer any questions.

[The prepared statement of Honorable Mr. Shulman follows:]
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Statement of The Honorable Douglas H. Shulman, Commissioner of the
Internal Revenue Service
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Anniher one millon persons dd not meet the 55000 moome fheoshedd tha was neassary
o quanbafy for the samulus paymaent.
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W expact 10 continue 1o procss and disibute paysents for those mdividuals who baee
already flad o 2007 inoome tex retum. Wi also intanl ko de additione] seireach to those
ramaning 5 malkcn ddivalusls oo the 254 md ¥ A lists who do not norsally e w
incoma s retor, whe may = clhgible e he slimuli payment.

Shorily after this hering, we will st o second notice o fhose tuepeyers from the
S5AY A lists who b nos pel filed 2 neem, remindesg o they may be digibie for
the stirulis payresr wid providng thom evernyshing they need, including nslniclioes o
how v file

W sl plas o employ in aggieiiyve pehlic rolations camparipn for which we mied pour
suppoal. The theme of the campaign will B “1's Kol Too Laic o Filla! ™

W axpect in shomly provide cach of yoer affices with the esmated mumber of
quealiffyireg nonflbers by cosnty within (o peetially within) yoor Disine. We also are
poimy e have our Gield nedie specialists work with the kel nimes outlets acnigs te
ooury mud in Four Dedricts o hep gat the weed out.

W arw alsn el y B keep IS odfices open on specitio Satordaye, 2 mecdid, to provide
wsisince b ihose whe want i il In adilition, we would be happy so sork with oo on
spreial evestls within wour Dismict to get the word o

1 aiovedd cautinn howaver, fhae the smxeessful implementation of thes stimmelus effon has
come al & coal, We have received millions of siimubes relyied calle in alditisi i the
ather levels of assistanee that | dscussed clier i this semement. The IRS dooe not have
the: pegadinoes w0 handle this fvpeof 0 responss o e omergency prognos withiod
divortmg oo from offier aner o mes the needs of the stimelus progre,

Dealing with CGlitches in Payment [Escributian

A | esentioned carlier, we heve distribebad neady S8 balllaen i stinvelus paymeois o
man: than T rillen tasgayvers Huowgh June 15, 20KE, Wi estmats that we have boen
ahie 5 make over 0 porceni of Biise payeicils withoit amy sigificam probloms ar
ermoera. The methad of disirisution for mch aspayer win determined Biced on how
o Eanpayer chose 8o roodve Iis or ber D007 inoome s refund. Taspryery whe chosa 1o
Tayve ihiedr refand deposited direcidy in their hank sssoiain will tave thedr stimubes check
treantedd the same wiy. Taxpavers wio chose to haee their nefiml check sasled diresdly o
ithvamn willl get the smulus puy=ienl in the same monner. There is no ceto (T dafe for dired
dpiits regardliess of whan the taxpener filed, provided thar there i e ot resinction
iheat wenald presest divect depsosst, such & owing 3 paymamt in o B prpaner.

The tirmieg &f the stimuolus pavmen chock was hasel on a schedule detcrsingl By te
last twm digits of the laxmiyens Secial Secuzity Mamber. The schedule was putlizhed on
IR:5. gorv alosg with a calculator fior taspaye so detemme the size of their stimulus
paymmemi
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This kevel of soccres has omly heen possilibe beceuse of the eromous effort by a number
al IRE amipboyess who, upon oomgleting the T0E filing sesan, plowal headioag ima
ihe ssimulus effort, | comno Bl you how proud 1am of all of these employees and g
wieller elTonis for the past six months.

I is vartually impossible, bowever, 10 nm a payment eperatios of (his s withoo
encooniering some problemr, snd we hve had a few in this case. | should also point out
that we undesiend dha v matier bow high oo specrss rabe o ovenll, 2 55 bmekevant B
{he tax paver for whom soenecthing bas gone wrong. For that taxpayer, the systes did ot
ek, and wee st do everything we con so deal with thal simelus el g quackly
end efficiontly as possible

{me of the chalbengrs we hove de=tifial is reduied o the Child Tax Credit. Ao than 5%
percent of e 36 walllon s refums with cheld stimulus pavminis wee omplaa
mocumaiely by taxpevers, tax professionals, wad softwere providees.

However, thens wene some inslanies where Hlie necesary mésmaation (o Selerming
eigihilivy mder e Child Tos Credit was not pealable. The specific issue with the child
stimubes payments invohasd the Child Tex Credit checkbos om line B, eolomn {4) on
Fonn 1040 and Form 1044 For the siimelus pryments, e TS gyadesa reguine the
infarmagion from the checkbon te peneraie the 5300 qualifying child stimubss: payment

B i mstooe, tagpayers did not check: tho proper ban o tigger the 3300 child
payment. bn other instanzy, & few i solbwans produs, primearily ssed by tax
prfizcrenals, did nol cepiure the proper mformation nealal Tor issaeg, the child
siimulus paymem.

mormally in situatinns B this, we would retun the income tay. retum o the epayr
seenl ik that Sy peviee it appooprialely so ms o clam the akbtional comomic simukes
resubiire from the Child Tes Credn. Howevs, ecauss we wanbed o gel the stimelus
peyrent sie (e hands of every recipimt as soon a8 possible, we made the recessary
adjustment on ech of thiss: retums inlemally.

As a resull, the |RS is sendhimg alTected Tamilics separate cheoks to cower their qualifving
children. The RS will mail cut approsmately 2RO mlditionsd § 30 or $600 cooncmic
snmulus payments & the sffiectal taxpayers stanting in eary July 3008, Thess laxpayers
iibes wll reeive & special pdpstment letter explaimmg the pagment amdsanil fir qualifing
children that was ret included = their o gl simil s paymment

In early May of tis year, we alsy idemtificd & prabiem with 1,200 stimubes checks tha
weere divectly depocited o the wrong somunt=s. This wes the neull ol s progrssming
emor thart cocurred during the mital siguler payment un. We immediatoly comecied
gz provhlem, and e edd ilonal erromecus doposits have been made. All of the laspayers
wihee: were affected by this problem e sinee bees senl 2 paper check. We are also
et the dkile tramsimed o detormmine i we neal 1o provide the txpayer with ceadil
raTiioning sorvices sinee Pasomally Kensfiahle ladormation (P11 may have been
remirrnilbin] 1o et wenng, Boconis along with the Rinde
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Wiz also feced a probbem created by a printing emree ab onsal the vendors thet we were
using o mail confinnation lidters o e payers explaining the miculation of dheir stimulus
papment, the method of payment, end when it shoald amive, We etimate =it 22,000 of
&6 million notives were sent in emer, However, he IRS hes received just over 200
mquirses thus far phout the cvent.

W discoversd that the problan was due b s eeror by the prini vendor md s
pemereen] i L & single peinter. Upon identifying the crror, the wemidec’s CEO ok
irtemediale and decisive sotion, and made chmmges 10 the galily review piooess.

A 10 comective actioms, the vimudor walll teeee correcied notices with & esplanation
imadicaling Uaat te: sease was & pnater orror and is their neponsiteliy, The IS
determimed thet no Bresch of persomally identifiibie infonmatkn had cocumed and
sullicioni actson had been taken.

W heve alsn recoived some comphiinis froes apeyess becosse they expected 10 rece
their stimulus posnct quickly via Seect deposit, in insead they ane schedulal 10
receiwe o poper check. This can be caused hy tpagirs whi cmened into (inencial
agreements with las prigpseation Gmfunies, includizg major natonwide prepancs, and
afhaers whi recevel Refumd Anticipation Loans (B4 Ls), Refund Asticipation Checis
(RACs), or similer boans whole complsting fhir i pelur.

Thizee agrocents authoriz: te |RS 10 trrsmit tan rgfovdy b S thand party acooums,
brot not the stimubes payments, Therefisre, these o payers will recemve sheir stimuhs
payTmend m:];u]':rml'ﬂtﬂ'lhmﬂ.ﬂ'ﬂddep@!jt fn mddibion, baageiyvizs nay Feoiive
paper checks ecause they used fax proparation saflwan: and they eected to pay the fee
fior the mervice cut of their stimuhes paymenl.

Tidumtity Thelt

I underscand that e sdditional purpose of this hearing is 1o seedew RS effors relative o
ideniity thefi. bir. Chairman, our oveall peal fisr taspayer service is that when a

tax e comisicls he TRS witli & ssie oF concern, we hove in phice o seamlss o
that pets: the issue rescbved prompily.

Froms the perapeetive of an ideity thefi victim, thal means that whin &epayers call the
IR, they reach someonc who is knowledgeable on the Bsue and is 2hie io take care of
the problem quickly anl completely.

In terms of the econnmic stimulus paymes, the RS ks aol observed, o date, my
significant issass imvolvisg identicy thef. Originally, there was eoneem fhat wpon filing,
srme i This popeation would discover that someone el his bees filing refums mder
trerr Social Security Mumber, Howener, wie Bave got noticed such a patiern mking placs
I an effoed b Bee progctive diie 1o o o ginal concerms, we set up a spicislizsd enil
arailyze retums fled specifically For simlus payments (ypicelly thled via Form LGOAL
In addition, we = up & refiaral privoss with our Crimingl Envestgtion Unit b sondu
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firrther amalyais i irelscs when slentiny @ef i susposied. We have peviewed over
38 000 poieranal duplicatn reums, which o aflom be as indicier of idenlily thedl, sl
v idertifled cnly 25 potentsal msisnces of ety thefi.

Hoveever, wn have rocostly bes informed that the Faleril Trale Cammicasi, 'Which
s e netong] cleannghowss for ity theft compluims, has recenved
apgereaimtely | 90 jdenny Mell ensepleini reganding economio stimalus payTens. We
are carronily working with {he FTC S obtsin mers infremaition o reesancs thess
complums, diminaie duplication with these we heve alresdy idetified. and detormang if

l dection ia ¥

In tenns of e beosder e of idanicy theft and how il might adfoot tax. pd mimistration,
wee have ilentified 1w ways in wledh lopayers” inlersction with the IRS might be
affieciod. Firsl, somocno cosld meal ancther prorsen’s idestity and s il W Gle @ lax
petuiim i order o obisin g tax refund frasdulemly. CGenerally, the sdentity shafi
perpetratr will use a stelon 85N 1o e & Mgl s eetim atd sbiain o refnd early in
o filing season. Tha mighifel owner of the 55N will be unawars fhat this ke happenel
unitl] the tmpayper thes his or her vetum laier in the fling seasom and we discover that twe
reduma kavee heen filal ming the mee 535, We call this type of ity theft o refond-
relmeed orirsa.

The secomul way a persen’s Sl idestary will eTect his isberaction was the IRS is i
sameono uses the siolen idertity 1o obtain employmmi, Th T

wileen e cnpdoyed individesl uses someone dlse’s 55H 10 get 2 job. o this msiance, the
TS werralil pevismve 6 W-2 o o Form 10990 sepoeting insosie on the l00payver’s aoooul,
wehich the rightful owner of the 535M bad net mened. Identity theft in Sz instan: =
refisired [o a8 an EnpleyToent-nedmed orime.

Rosoognizing thet sdentity sheft 5 o growing issus wilth the potential o affect jax
udiminigEation sigaifieamly, the 1RS Res mhoon o marmber of steps 10 address the problem
Thess mwaiuds:

#  Hyihis il specially fained parsonne] will b i plics lo il i whin
they call do papor that they ere an sdentiity tefi victm.

» I Jurssry 2008, the RS implesesiod & new servloe-wide denity tieft indicator
that i placed on @ e payer’s seesen] wpe The aulilication of idemtity theft thal
has affecied ther acommi. Al applocable RS functons s now iacking lax
Fraud jdenitity theft vigtims usimg the enivemsal idenity theft indicaioe. Since
Janwsry, indhicators Bave been placed on more than 10800 socounts. This g
process mears that taxpayers should onby have to provide identsty theit
sulherlicalion i lme.

®  Begmuing in Jesuary 2HS, retumes flod ey 55N asocaed with acoousts that
ere ooded with 3 wniversal idestny thell indseaior will b fillerad 10 digtinguish
lisgitirnate revanms Trom frosdubent ones. [n this way, the universal idenery theil
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indicator will reduce texpayer burden and inconvemence by sxpediting the
process Tor identilymig and processisg The viclim's nelen

& Degirtmung this fall, texpoyvors who can werily Sl ther sdonlilien have Bost giols
conl nedidly the IRS end have an mdicaior phsced on thair soeount g if the ikl
hai mil vel alfecial B slimindeilos,

#  Tho IRS hes devaloped new stndands for documentation iguinad [rem laxpayers
1o validste the (dercity of the taxpeyer ond the fact of the domlity Sefl, For
emarmple, B pagers cin new Dy infmmation o e TS e verifies their idenoey
raibeer thern pppearmg in person of an RS office. These docusenbaien aasdands
e comsisten with Hiose requeed by FTU and 555

*  Tho RS wehaile - [R5 gov - scludes oz email phdeess, pulisshed pntly wid
the Treasury Irepector Genersl for Tas Admiresteation (TICTTAJ, B serve 68 4
repaiitry for ihe Treudelent emails so they could be iracked to the soorce and
dhestrovesd, and if appropriss refiemed for crimisal actlioz

& In July 2007, the [R5 created the office of Privacy, Information Frotection, and
Dt Seecurily (PIFDS) within fe igeney. The coeation of this offion reongnized
ihe impartaco of having: an enterprise-wide igpproach 4 adines ideniny thell
jrobess corsstenly. The Darector of PIFDS &= a Sesior Execative neporting
lirccsly 10 e Dieputy Comisssinses for Operations and Support. This sllows
PAIFDS do reach across all RS orpanizations and cnawes (hal proper afientasn ddl
dliscipine is grven 1o privaoy, Keatity teft, and secunty issues.

»  [R2 iz also a member ol the Prisident's 1deataty Thefl Tesk Foree and is warking
with Treasury and OE o comply with all Srectives regedieg steps thal seedid
10 e Lakion b e the privacy of individuals.

Conclusian

| . extremety prowd of the offort made by 1ES employecs s make sore Ul fhe slimolus
legialatiion is irplestented a8 Congress intended and thet ewery indnidual whe is aniithod
10 a sy lus paymesl gels one. The Memben of Sis Comstinille: cas esslal e RS in
this effion os we implemen die “1's Mot Too Late™ program targeind i the romainisg 5
mvilliom indEvideils whio Rave net fled o 2007 reium bui are elipble for de stimubs

paymeni

Thank wou sgan Chereman Lewis, Cheerise MeNukty, ind Raikag Manbers Ramensd
ared Johwson for the opporiunity in appear today. | willl be happy 8o respond o any
AR,
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Mr. MCNULTY. Thank you, Commissioner Shulman.
I am now pleased to welcome Social Security’s Deputy Commis-
sioner for Operations, Linda McMahon.

STATEMENT OF LINDA S. MCMAHON, DEPUTY COMMISSIONER
FOR OPERATIONS, SOCIAL SECURITY ADMINISTRATION

Ms. MCMAHON. Thank you, Mr. Chairman and Members. On
behalf of Commissioner Astrue, I appreciate the opportunity to tes-
tify before you regarding the Social Security Administration’s (SSA)
efforts to help implement the Economic Stimulus Act of 2008. I
would like to explain what we have done in support of IRS to pro-
vide stimulus payments, including our substantial outreach efforts,
and how we have used the funding that Congress provided for this
purpose.

The President and Congress took swift action to provide targeted,
immediate financial assistance to individuals and families across
the country. It was with that same sense of urgency that SSA
worked closely with IRS to develop a process that would ensure
prompt delivery of stimulus payments to eligible Social Security
beneficiaries.

Our initial challenge was to provide IRS with the data they need-
ed to inform Social Security and the Department of Veteran Affairs
(VA) beneficiaries that they had to file a tax return in 2007 if they
hadn’t filed one in 2006, in order to receive the stimulus payments.
We already had systems in place to deliver Social Security data to
IRS, but the VA lacked the systems capacity to match its bene-
ficiaries against IRS records.

To work around this problem, SSA added the 2.6 million VA
names to our own listing of Social Security beneficiaries, elimi-
nated most duplicates, and then forwarded a single file of 55.5 mil-
lion names and addresses of VA and Social Security beneficiaries
to IRS.

We also worked with IRS to develop a simplified packet of infor-
mation that would be understandable for our beneficiaries, and
provide step-by-step instructions on how to file a return and qualify
for the stimulus payment. The packet included instructions, forms,
and even a postage-paid return envelope.

IRS matched the names that we sent them against their files,
identifying approximately 21 million VA and Social Security bene-
ficiaries in the United States who did not file a tax return in 2006,
and mailed the informative stimulus packets to them. We under-
stand from IRS that—and I think you’ve heard it here—that this
streamline process is leading to a significant response rate. Every-
body wants 100 percent, but believe me, in these kinds of pro-
grams, 75 percent is outstanding.

The targeted mailing was a vital step in ensuring our bene-
ficiaries received information about their eligibility for a stimulus
payment.

But we didn’t stop there. We placed a prominent link on both our
English and Spanish Internet homepages, directing individuals to
the IRS website, and the information there on the stimulus pay-
ment.
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We utilized e-mail, sending a message about the stimulus pay-
ments to nearly 800,000 individuals who are signed up to receive
Social Security-related news.

We worked with IRS to create a stimulus payment flyer that spe-
cifically targeted Social Security beneficiaries. We then printed
more than 1.6 million of these flyers in English and in Spanish for
our field offices to distribute to visitors.

We worked with advocacy groups at the national level and in
local communities, sharing copies of the flyer with them.

Across the country, in hundreds of speeches and other Social Se-
curity-related events, SSA employees have provided information
and answered questions about the stimulus payment.

In addition, our Regional Communications staff has joined IRS
professionals in outreach events.

Also, every caller to our National toll-free 800 number receives
an up front message about the stimulus payment. Our toll-free
number has received nearly 27 million calls since that message was
placed online, and every one of those calls presents another oppor-
tunity to tell people about eligibility for the stimulus payment.

Turning to budget issues, as a part of the Economic Stimulus
Act, Congress provided SSA with an appropriation of $31 million.
So, far, we have obligated $18 million of those funds. We have
spent about $6.4 million on printing and postage—actually, for the
notice that IRS sent out to our beneficiaries—approximately $10
million answering beneficiary inquiries and providing replacement
1099s, and $1.4 million on training and required systems work.

We were actually able to reduce some of the anticipated costs by
working with IRS on a simplified method of processing stimulus
payment tax returns. For example, at our suggestion, IRS ruled
that individuals could estimate the amount of Social Security bene-
fits received, reducing the need for SSA to replace 1099s.

While many Social Security beneficiaries have already filed the
necessary forms to receive a stimulus payment, we know there are
still some individuals who have not responded to the first mailing.
We will continue our efforts to reach these individuals through the
means that I have already described, and working with IRS.

In conclusion, I thank you for the opportunity to share what we
have done, in collaboration with other Agencies, under the leader-
ship of the IRS, to facilitate the economic stimulus payments. To-
gether we have made great strides, and I am especially pleased
that, so far, we have been able to make this progress in a manner
that has not threatened SSA’s core workloads.

I also will be glad to answer any questions.

[The prepared statement of Ms. McMahon follows:]
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Chairmen and Members of the Subcommitbess:

On behalf of Commissiones Astrue, | appreciabe fhe opporiunty B
testify bafora the Subsommitlees regarding the Social Sacurity
Admirestration’s (S54's) eflons o halp Implament the Econoemc
Stemulus Act of 2008,

Dot e our wall=known rale in adminislenng Socal Securnity
peograms, many Amedcans sea S5A as the face of the Fedaral
govemmeant. We teke graat pride in our adminstration of tha
nation's primany social msuranca programs, bul beyond our
traditional cosa work, we ane at times called upon o address
unique chaanges, Assisling the Intemal Revanus Seadce (IRS]
fo implement the payments autharzed under the economic
stimuius lagislation prasamed just such a challanga,

In foday's lestimany, | would like 1o explain: tirgl, what we have
dione ta sugpor the IRS In providing stimulus paymends; second,
tha substantial oulreach affors we have underakan & inform our
benaficianes about the stimules legislation; and third, how we
hewe wSed funding pravided by Cengress to teciate the stimulus
paymernl procass.

55A's Role in Economic Stimulus Program

The Preaident and Congress took swifl acton o provide targetad,
immediate assistancs o businassas and families across the
country, Tha resulling legiskation, e Econarmic Shmulus Act of
2008, provided business tax ncantives and simulues peymants for
individuals, including Soaclal Security baneticlanies.

With ihis same sense of urgency, we workad clagely with the IRS
and siver Treasury Depariment divisions, and the Depariment of

Vetarans Afises (VA) o devalop a procass that would ansura that
tha IRS could dalbvar strmulus payments b aligible Socid Sacurity

Structurally, Conpress changad the IRS with the lead role in
irfonming qualifisd racipients of tha stimulus program. Cur suppon
maindy mvalved providing beneficiary data so that (RS could nolity
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potantially eligible individuals al the stirulus and provide fhem
with the necassary malenials 1o appéy for the payment.

Ciur initial chalengs was 1o providae IRS wath the informadion
needed 1o el Social Security and VA benalicianas know o Tile 1ax
ratums = gwen if undar normal circumstances they weuld not be
rexgguired o o 50 = because tax raburn filing i recessany in ondar
b recaive the stimulus payment. We worked with IRS 1o devalep
a simplified packst of information that would ba understandabla for
our baneficiries and would provide step-by-step instructions on
how 1o file & retum and quality for the stimulus payment. IRS
dewalopad & vary Infonmative peckel hat includad Instructions,
farms, and even a pesiage-paid retum amvalops ior 554
benedicianion o use 1o file Tor ihe payrman.

Our decades of axpenence with cutraach 1o beneficlanas has
taisghi us that the cleanest and most stragmiined approach is
frequently the most effective, and we beliave the packet mailed by
IRS med these requiramars. We commend RS for the accuracy
and simplicity al fhe mailing they sent 1o all Social Saourity
benefclaries, and lor their spirit of cooperation and Rexibikty in
warking with us to develep a packed that would be undarstandabila
bo oir benaficianies.

Aagarding tha data transler process, S5A was alrasdy providing
with mformadion fo verly individual names and Social Securiy
namizer matches, s0 wa had systems In place o delver data. But
the: VA lackad the systems capacity bo matzh ils benaficiaries
gpainet IRS recards. To laciliale paymens 1o VA beneficaries,
554 Incorporated 2.6 million VA records with those of Socisd
Sacurity benaficiaries, aliminatad mest dupicatas, and than
lorsarded a single file of BE.5 million records to the IRS. Thus, we
ware abéa to provide names and addressas of both Social Security
and VA banaficiaries,

Uaing this information, IRS mabad approximatedy 21 million’
packets io all Social Sacurity and VA benaficiaries in the Linted
Stabes who did nat file a B relum m 2008 and would nesd o file a
tax raturn for 2007 bo quakty for the payment. Wa undesstand thal
this streamlingd process is beding to a signilicant response rate.

L)
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In a separate reconds match, wa also providad RS with data an
approximately BDOUDO0 Social Security benaBoiasnias living in ULS.
possessions and temitories, This alkewsd for he mailing of
informational packeds o these individuals, as well.

Dutreach EMorls

The targated malling was a vital step in ansuring that Social
Secwity beneficianes recened informition abaul Beir eligibiity Tor
a sfmulus paymand, bt it was only ene ol many steps aur flekd
alficgs, lalsservicn cenlars and communlcatons divisions took o
riaach aul ko o banelicianas.

W placad & promimant link to both cur English and Spanish
intarnat homapagas drectng indviduss (o the RS wab site and
the information on the stimules payrmen ;

and s Sequiosocial. gov, respectively). This link s now even
mane praminanl as the resull of a recant redesign of our wabsita,

in additon, we placed three "FACe" or frequantly asked questions
on our gite ragarding stimulus paymants. Through earky June,
these guastons hava been vienwsd mare than 86,000 times,

Wiz also ulilized ermail, sending 8 message sbout tha stimulus
payrmeris o neady 500,000 individuals who are signed up o
recalve Soclal Sacurity-related naws.

In maditian, we worked with RS 1o create & stimulus paymeant fyes
fhit specilically largeled Soecisl Securily beneliclaries. We then
printed and distibuted more than 1.6 milion of these fiyars o our
ligdd oflices, including mona than 1.1 million in English and mona
than 500,000 in Spanish. Copies of tha fhars wena alsa
distributed slacironically io thowsands of Social Security
achocales,

Wie continue cutreach with sdvocacy groups at the naticnal lavel
and in kecal communities.  Across the country, in hundrads of
spaachas and othar Social Security-relifed evants, our Pullic
Aftairs Specialsis and Field Cifice mansgens hisve provided
infarmation and answerad questions about the stimelus paymans.
I addilion, cur Reganal Communications staffs have joinad IRS
prodessionals in outrasch evens to indorm Soclal Sacurity

3
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benaficianias about the staps nesded 1o fa for the stmulus
paymients,

Also, avery caller 1o our national ol-res 800 numbsar racehes an
upfront message about the stmulus paymant, exptaining eligklity
and filing opportunities. Cur tall-iree numbar recetves mora than
ona million cals & week, and evary ona of thosa calls prasants
analher cpporunity to spraad the message abaut aligibility for the
slimulus paymen, Our records show thal neardy 27 million callens
have haard the eoonomic slimulus message. and 2.6 milion
callars heve hung up the phone afier the upfront messaps,
maaning that those Individusts were specifically calling us for
stimubus paymant information,

in ofhser oulraach, CommiEsionar Asirue discussed the sfimulus
payments during an on-camera intarview lor a new AARP show
called “Inaide E Streat” which aired in March. While explaining
that mast pecpls hed to do nothing axcapt file theair 2007 tax
refum, the Commissioner also explained that Sooial Sacurity and
VA banedicinnies who normally do not fla a tax returm woulkd need
bo dio s Mhis yaar 1o receive Be stimules paymean.

Al of the efforts described were made to assist IRS In reaching the
maximuem memiar of Social Security benaficianas sligibls for a
slimulus paymend, Cur aflons warg designaed b ba effectiva, but
alan o minfmize the affecis on e core work of the Agenay.

Ag a result, tha stimuies peyment oulreach has not aftected
individuals applying for banefits or awaiting a disability hearing.
Our liekd offices have nat baan inundited with stimulus payment
questions. Bacause he information provided by IAS was aliar,
conclsa, and complels, mdividuals &id not have 1o um i us Tor
essisianca in filing for the payments. We appraciate IRS" work in
dasigning a mailar that minimized follow-up inguiries.

Stimulus Budget
As B part of the Economic Stemulus Act, Congress provided S54

with an appropriation of $31 million {or ectivities reguined to
faciliipie strmdus paymants,
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S tar, we hava abligatad neary $18 millon of thase furds,
Around 564 milkon was spant on pringing and postage - primanly
the postage for the maikers sam by IRS. In additicn, we hava
spent approximartaby 310 millien answering benediclany mquines.

We wera abla b reduce some anticipated costs by working with
IRS on a samgplified mathod of processing simulus peyment ax
raturms, For xample, IRS nded that indivsduals need ned repor
the procise amount on Be 1098 form but could astimats tha kel
of Social Securily benelils from e amount of the cumant manth
banefit. We balleve this dramatically reduced tha numbar of
requasts for replacament 1084 forms from 554, Althowsgh many
individugals hawa raquesied such replacament 1088 Tonms, many
mare ara using the simplified meihod and asaiding this additlonal
administralive cosl

Additional Ouireach

While many Social Securily benaliciaries have already flad the
necissary lonms, ensuring that theay wdl recaive & stimulus
payment, we understand through IRS that thera are stll somae
indriduals wha have not raspondad o the el mailing. We are
currently working with IR to determine additional steps naeded ta
raach thass indiduals.

Suppor of FY 2009 budget

In recent agpeanances balare the Senats Finence Committes and
ihe Senate Special Commities on Aging, the GAC dascrbed
S8A' current aiustion a5 “extramety fragile,” dus o “tha stress ol
expandng worklcads and staffing congtraints.”  For this reason,
your fimely suppart of the President's FY 2009 budget |s also

% enial.

We appraciate the suppor Congrass provided us o assist IRS n
mplamenting the stimuus payments, Your st in 554 S an
ackraledgement of aur abilty 1o gal 1he job done.

Regarding our cors work, your suppon of the Prasident’s FY 2004
budgst = &8s cruclal as evar. We appreciate your wilkiling Suppon
for SSA hunding in FY 2008 and know il you understand our

5
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current environment of disability hearings backlogs, increasing
workloads, and limited resources. As you also know, continuing
resolutions make our job that much harder, since we must resirict
our aclivities at the beginning of fiscal vears because of uncerain
funding. Your continued support of our budget ensuras that we

can carry out our important work and provide the service the public
and Congrass expects.

Conclusion

In conclugion, | thank the Subcommittees for the opportunity o
share what we have doneg in collaboration with other Agencies,
under the leadarship of the IRS, to facilitate the economic stimulus
payments. We appreciate the work of our colleagues at VA,
Treasury, and the IRS, as we continua 1o move forward. Togethar
we have made great strides, and | am especially pleased that so
far wa have beaen able to make this progress in a manner that has
nat affected our ability to provide service to the American people
wha raly on Social Security. Thank you for the opporiunity to
discuss our role in this very imporiant process.
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Mr. MCNULTY. I thank both of you for your testimony. I thank
you for the job that you have done so far, under the difficult cir-
cumstances, especially in the middle of the tax season.

But we still have five million people to get to. That’s a lot of peo-
ple. We want to get as close to 100 percent as we possibly can. So,
I want to commend you for the outreach efforts you have made so
far, and the renewed efforts that you talked about today.

We are going to try to help with that. Chairman Lewis and I,
along with Ranking Members Ramstad and Johnson are sending a
letter to all Members of the House of Representatives, asking them
to include in their newsletters, press releases, press statements,
press events, and so on back in their home district, information
about how to get the proper paperwork filed so that we can help
you along with getting the word out and getting these checks to as
many people as possible.

The one question I would like—issue I would like an update on
is, you know, when you do the outreach, a lot of times you increase
the number of phone calls that come in, and I know that has been
overwhelming. We might need a little bit more help with that.

There was some talk, I believe, between both of the agencies
about getting GSA involved to help with that. Could you give me
an update on where we are on that?

Mr. SHULMAN. Sure. As you know, we have had a chance to
visit—we have had an unprecedented number of phone calls. Just
to give Members of the Committee a sense, in 2007 we had 19 mil-
lion phone calls in the month of May come into the IRS. It was
kind of clean-up for the tax season. In May of this year we had 72
million phone calls come into the IRS. So the numbers are stag-
gering.

I reached out a couple of weeks ago to Commissioner Astrue, he
said, “Okay, I'm thinking about who else had large phone oper-
ations,” and said, “Does Social Security have capacity?” So that is,
I think, what started this conversation to give us some assistance,
because the phone calls keep coming in a little longer than we had
thought.

We are in the process, just like that phone call, of exploring a
variety of options. There are actually some limitations in going out-
side of our building to answer phone calls. As you heard earlier,
and you've seen in my written testimony, we have diverted some
personnel to answer phones from other duties. We have also kept
overtime workers on to answer phone calls.

One of the major problems is people outside of the IRS can an-
swer simple questions like, “How do I fill out the form, where do
I send it?” Anyone who has a specific issue, which a lot of the tax-
payers who call do, have to actually get into their tax records, 6103
implications.

So, we are exploring all options, and looking outside the Agency,
but we’re also going to keep our head down, and make sure we do
everything we can inside of the IRS.

Ms. MCMAHON. Mr. Chairman, I want to thank you very much
for your earlier comments today, recognizing the constraints that
SSA is under, and the problems that we’re dealing with, just han-
dling our core work.
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We want to be as helpful as we can, and we are in a position,
because of the funding that we were given by Congress, to actually
provide some funding to IRS to help with either a contract with
USA Services, or to assist with the next mailing they do, those
kinds of things, and we’re going to do that.

Our problem is we don’t have actual capacity. We are working
maximum overtime now. Anything we do on this is something that
we're not doing on our core work. It’s not a question of if we have
people who can come in on overtime and do some other work. It’s
a question of if they come in on overtime, instead of doing our
work, they will do the other work. We would prefer not to go there,
if we can avoid it.

Mr. MCNULTY. Thank you very much. Mr. Ramstad may in-
quire.

Mr. RAMSTAD. Thank you, Mr. Chairman. Thank you, Commis-
sioner and Deputy Commissioner, for your testimony, and also for
your important work on behalf of taxpayers and Social Security re-
cipients.

Mr. Shulman, you really had to hit the ground running when you
became the commissioner in March. I know you arrived in the mid-
dle of a hectic filing season, and had to, at the same time, oversee
the massive economic stimulus project we are discussing today. I
want to congratulate you for doing a tough job very well.

I would also like to ask you two questions on two different topics.

First, with respect to our brave—the spouses of our brave sol-
diers, sailors, airmen and Marines, I know in order for married
couples to qualify for the full rebate, that both spouses must have
valid Social Security numbers. Just this week, as I'm sure you
know, the President signed the Heroes Earnings Assistance and
Relief Tax Act, which waives this rule for spouses in military fami-
lies.

How will the IRS determine which returns are affected by the
new rule?

My second question, is the IRS working with the Department of
Defense to do a military outreach, to do outreach to military fami-
lies on the new law?

Mr. SHULMAN. Yes, we obviously agreed with the law, and have
been tracking it.

But, initially, we actually talked to this Committee and others,
and told them that we wouldn’t be able to true this up until next
filing season, a year from now. As it passed, and as we've tried to
do with all things stimulus-related, we've said, “Let’s get creative,
let’s push very hard.”

I am pleased to report that the current plan is some time around
mid-October, when all the returns get in, we will run a match and
aim to distribute checks no later than November to these families
who weren’t eligible under the first run. We will do another run
once we have a full complement. So, we can’t identify them, and
we plan to get them out later this year.

We have done a lot of outreach to many communities, and we
will definitely reach out to the Defense Department, and make sure
people understand, really, that they don’t need to do anything, as
long as they have already put their—Social Security number on
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there of a spouse or someone who doesn’t, that we will get this out
to them.

Mr. RAMSTAD. Well, thank you, Commissioner, for that re-
sponse, because you can obviously—or you obviously do see the sig-
nificance of this. I mean, of all taxpayers, we—there are so many
military families who are hurting right now, financially and other-
wise. I think this is—I am glad to see the Service giving this such
a top priority, and I appreciate your leadership and your creative
creativity, in terms of getting this done.

The other questions I had concern the refund anticipation loans
and taxpayer refunds. Earlier today—I know you were here, and
you heard Mr. Pomeroy say that a number of taxpayers signed up
for refund anticipation loans when they went to paid preparers.
Some preparers did not indicate the bank accounts listed on the re-
turns—did not indicate that the bank accounts listed were tem-
porary refund anticipation loan accounts, and not a permanent ac-
count of the taxpayer.

I know I have had a couple of constituents broach this problem
with me. In the cases in which the IRS sent a payment to a tem-
porary account, how did the IRS or the bank work to correct the
problem? Is that—are you on top of that? Were the payments re-
turned to the IRS? Were banks able to forward the payments to the
rightful recipients? I would like you to address both those ques-
tions, please.

Mr. SHULMAN. Sure. Well, the way this works is when you get
a refund anticipation loan in the normal filing season—any tax-
payer—the service provider who gave the loan, files the return.
They actually disperse money ahead of time to the taxpayer, and
they receive the refund. When they file with the IRS, theyre re-
quired to put a RAL indicator on the account, so it will indicate
that they have an account.

So, what we did was we didn’t actually send them to those ac-
counts. What happened was anyone who had a RAL indicator, we
knew that wasn’t their account, and that was the account of the
service provider. So, we were sending it to the taxpayer. So, those
people never got a direct deposit. It was rerouted, and they were
sent a check.

There was one vendor that we found who actually hadn’t put a
RAL indicator on accounts. We talked to them very early. We put
RAL indicators in and sent checks.

So, the real issue and confusion that I think some constituents
have had is around that they got a refund anticipation loan direct
deposited to an account of theirs, or a RAC. They assumed they
were in the direct deposit stream for stimulus, and they weren't,
because again, we didn’t know that they had accounts.

So, there was a lot less—we haven’t heard of, or at least I'm not
aware of ones that accidentally went to an account we had to get
back because of a refund anticipation loan. The bigger issue has
been there is a lot of people who thought they were going to get
the direct deposit, which came quicker in May, and they’re actually
getting checks now, and through the week of July 11th.

Mr. RAMSTAD. Well, thank you very much, Commissioner. I
yield back.

Mr. MCNULTY. Mr. Pascrell may inquire.
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Mr. PASCRELL. Thank you, Mr. Chairman. Commissioner
Shulman, thank you for doing a great job in a very short period of
time. You have, I believe, the tiger by the tail. But there is a tre-
menlflous amount of work ahead of you. I want to get into that
work.

I want to thank you, Commissioner McMahon, for all your serv-
ice to your country through the position with the Social Security
Administration.

My first question is this, Commissioner Shulman. We have pay-
ments going to 76 million Americans, payments of a total of $63.8
billion. That is 70 percent of what we are trying to target. Is that
correct or incorrect?

Mr. SHULMAN. We—I think, if you're asking about—Ilet me pre-
sume what you're asking, and you can tell me if I'm right. I think
you’re asking about the targeted population that we're doing extra
outreach to?

Mr. PASCRELL. How far do we have to go——

Mr. SHULMAN. Yes. It’'s—so the $63 billion that has gone out
is part of the total $100 billion economic stimulus payments. So,
those are numbers for the entire population

Mr. PASCRELL. Right.

Mr. SHULMAN [continuing]. Regular filers, and people who nor-
mally wouldn’t need to file. And——

Mr. PASCRELL. So, what percentage do we have to go after, ap-
proximately, and how much more money needs to be sent in checks
to those individuals?

Mr. SHULMAN. Well, we're on target for the original projections.

Mr. PASCRELL. Right.

Mr. SHULMAN. So, by the week of July 11th, when the first
wave of checks would go out to anyone who filed on time, we will
have $95 billion distributed to about 110 million households.

Mr. PASCRELL. That’s how we come up with the five million
that we're having——

Mr. SHULMAN. No, that’s totally different numbers.

Mr. PASCRELL. Totally different?

Mr. SHULMAN. Yes.

Mr. PASCRELL. How do we get to that number?

Mr. SHULMAN. That number, the 5 million, we estimated with
Social Security and Veterans’ Affairs Department, that—we
thought—there was a special population of about 20 million people
who were eligible for stimulus, but normally wouldn’t file.
Those——

Mr. PASCRELL. So, in other words——

Mr. SHULMAN [continuing]. We have hit about 74 percent.

Mr. PASCRELL. Is it safe to say that the majority of those peo-
ple that still have to get their stimulus check are veterans or non-
Social Security recipients?

Mr. SHULMAN. I don’t think it is.

Mr. PASCRELL. You don’t think it is?

Mr. SHULMAN. Yes. I think—we—separate population. There
are a lot of Social Security recipients and veterans

Mr. PASCRELL. Right.

Mr. SHULMAN [continuing]. Who have gotten the check. There
are also folks who needed to file regularly. So, we are really break-
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ing it down into everyone who is going to file anyway, and get a
stimulus payment

Mr. PASCRELL. So, between the last numbers that you pro-
vided, $63 billion, and $120 billion, which should be out by July
11th, that’s a lot of checks to have to go out.

Mr. SHULMAN. The total number by the end of the year will be
about 100 billion.

Mr. PASCRELL. 100 billion.

Mr. SHULMAN. Yes, Sir, yes.

Mr. PASCRELL. Not 120; 100.

Mr. SHULMAN. Yes.

Mr. PASCRELL. Okay.

Mr. SHULMAN. There is real—we basically identified everyone,
or they self-identified by filing a tax return, except for that five
million who, as we’ve talked about, we’re going to make an extra
effort to go find.

Mr. PASCRELL. Just a quick question, and then I want to get
into my second series. What is the status of the paper inventories?

Mr. SHULMAN. Yes. One of the consequences of having so much
overload on our phone, there are temporary employees we bring on
every filing season. They answer phones and they workpaper in-
ventory. They usually would roll off of the phones near the end of
May, and start working down a paper inventory.

Right now, we have a lot of extra paper inventory. The numbers,
we've got about two million pieces of paper inventory to work
through.

Mr. PASCRELL. Right.

Mr. SHULMAN. Usually, we would have about 1.3 million at
this time of year, so it’s not an absolute number.

Mr. PASCRELL. It’s 700,000, 800,000 more.

Mr. SHULMAN. Yes, it’s significantly more. That’s one of the
issues we're going to need to work through this year.

Mr. PASCRELL. Do you have the resources to respond to that?

Mr. SHULMAN. If we can keep our temporary employees later,
we——

Mr. PASCRELL. What does that mean, though? You have money
that’s allocated. Do you have enough money that’s allocated, so you
can keep them?

Mr. SHULMAN. We are in the process of actually talking with
different Committees in Congress. The money has been appro-
priated, we just need some authority to move it between different
accounts. If we do, we will be able to staff up and work down that
inventory.

Mr. PASCRELL. There are many complaints that I get in my of-
fice up in Patterson, New Jersey, in the same building that conven-
iently, or inconveniently, is the IRS and Social Security.

Several of my constituents have complained that they are not
able to get assistance from IRS. You talk about this phone over-
load. There is a toll number that you can, you know, dial up. They
can’t get the—the same thing happens on the rebate line.

Can you address that? Is that a common problem throughout the
country?




76

Mr. SHULMAN. Yes, it is—we have an 800 number. I gave you
a few stats, you know, 72 million calls in May versus 19 million
last year.

Mr. PASCRELL. Right.

Mr. SHULMAN. Another interesting statistic, in 2001, when
there was another stimulus program, we got 42 million calls during
the 15 months of that program. Again

Mr. PASCRELL. You're up about 52 million calls from what you
usually have.

Mr. SHULMAN. What’s that?

Mr. PASCRELL. You’re up about——

Mr. SHULMAN. Yes. So——

Mr. PASCRELL. How do you handle it?

Mr. SHULMAN. So, here is what’s happening on the phones. You
call the IRS phones, we have been very clear on the message that
you don’t need to talk to us if you filed a tax return. So we encour-
age you to, if you filed a tax return, be patient, you will get your
stimulus payment on time. We encourage people to go to our
website.

We also tell people there is heavy call volumes now, so they’re
going to have to wait longer than normal. Normally, people wait a
few minutes, our target is under 6 minutes now. In the month of
May it was up to about 13 minutes, average.

So, people can get through. They might have to call a couple of
times. Some people get to automated service, some people hang up
when they hear there’s a wait time. Again, this is where we’d like
not to be, but it’s a fact of doing stimulus in the middle of filing
season.

Mr. PASCRELL. But, Commissioner, the people that you want to
go to your website are the very people who can’t get to your
website. The very people that are the majority of individuals who—
and I don’t care what the program is, what we’re talking about,
whether it’s EITC or AMT, or whether, in this case, the stimulus
checks. You know, we've got to find another way to get to them,
because they have no way of getting on to the website. They may
be in homes, they may be

Mr. SHULMAN. Yes.

Mr. PASCRELL. You know, I just have one other quick question,
if I may?

Mr. MCNULTY. Yes.

Mr. PASCRELL. You said in your testimony that one of the
major problems was differentiating between the refunds and stim-
ulus payments, because they came at the same time, correct? Tax
refunds, right?

Mr. SHULMAN. In the same

Mr. PASCRELL. On page three you address that. The economic
stimulus payments, you wrote, overlap with the normal tax refund
season.

Just very briefly, tell us what that convoluted system—you know,
how did it result? What was the outcome?

Mr. SHULMAN. Oh. It’s as I said in my oral testimony, when
Congress passed the bill

Mr. PASCRELL. Bad timing.
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Mr. SHULMAN [continuing]. For stimulus, and the President
signed it, the goal was to get the money out as quick as possible.

Mr. PASCRELL. Right.

Mr. SHULMAN. The reason we started in May is because we
didn’t want to endanger tax filing season in April. The numbers are
pretty compelling. This year we sent out $241 billion in refunds. So
we were trying to stimulate the economy, we thought it was quite
important to get the refunds out, as well.

So, this was just a fact. We basically moved the stimulus pay-
ments to a place which was as quick as possible, yet being prudent,
acknowledging the

Mr. PASCRELL. So, the

Mr. SHULMAN [continuing]. The filing season.

Mr. PASCRELL [continuing]. The refund total was a greater
stimulus package than the stimulus package?

Mr. SHULMAN. The refunds were $241 billion.

Mr. PASCRELL. Thank you, Mr. Chairman. Thank you, Commis-
sioner.

Mr. MCNULTY. Mr. Brady may inquire.

Mr. BRADY. Thank you, Mr. Chairman. I don’t raise the fuel
price issue to make anyone in this chamber uncomfortable, it’s just
that the price of fuel is making so many of our families uncomfort-
able, especially seniors, who are on fixed income. When you take—
when they have to deal with paying $536 more this year than last
year on gas, plus increased Medicare premiums and theyre on a
fixed income, they’ve got a problem.

I visited with a senior the other day at a gas station in Bridge
City, Texas, who was upset because she could no longer attend
church on Wednesday night because she needs the gas to take her
husband to all of his doctor visits during the week. So, seniors on
a fixed income are really getting hurt by these fuel prices. A num-
ber of them are eligible for stimulus checks.

I really appreciate the job both of you are doing in reach out to
them. We have a long way to go.

But in Texas, we have a number of retirees who are not covered
by Social Security. They are in a Social Security substitute like the
Texas Teacher Retirement system. They have asked us a question
about whether their pension benefits would make them eligible for
the stimulus payments.

As you may recall, Social Security benefits, certain railroad re-
tirement benefits, and certain payments to service men were speci-
fied as counting toward income levels needed to make someone eli-
gible for the stimulus payment, but there was no mention of pen-
sion income counting, such as from non-covered employment.

Others have said since these pensions are taxable, recipients
would qualify for a payment, because they have a net income tax
liability which is greater than zero.

Commissioner Shulman, would you set the record straight for me
on this issue? What is the right answer for them?

Mr. SHULMAN. The right answer—and I would go back to our
technical folks as well—but is if they have tax liability for any in-
come, then that makes them eligible.
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In general, pension payments are not, unless they are taxable
pension payments. So—but all of this is us just executing the law
as it was written.

Mr. BRADY. So, as I understand it, seniors would be eligible, in
this case, if they had $3,000 of earned income, or at least $1 in in-
come tax liability. That would trigger them, correct?

Mr. SHULMAN. I believe the answer is yes, but let me get just
the details of your question and come back to you afterward, so I
don’t get the record wrong.

Mr. BRADY. Here is my worry. Retired teachers, especially those
who retired from many years ago who had low salaries, and there-
fore very low retirement benefits, if they don’t get enough in Texas
Teacher Retirement to trigger tax liability, my understanding is
they would be left out of a stimulus check.

Mr. SHULMAN. Well, my understanding is, in reading the law
and administering it, that the law was written very specifically,
that you had to have $3,000 in taxable income, unless you were
part of an exempted category.

So, you know, if the law was written that way, that’s probably
correct.

Mr. BRADY. So, the Social Security benefits don’t qualify them,
because they don’t get them. If they don’t reach the tax liability
trigger, they don’t move in—they aren’t eligible under that cat-
egory. I am——

Mr. SHULMAN. Well, I think Social Security was exempted
under the law, and that was the design.

Mr. BRADY. Right.

Mr. SHULMAN. So, Social Security counts, pension benefits
count——

Mr. BRADY. Right, but if they don’t receive Social Security be-
cause they’re in a substitute, and those substitute payments aren’t
enough to trigger even a dollar of liability, they wouldn’t receive a
stimulus check?

Mr. SHULMAN. I believe that is correct, under the law.

Mr. BRADY. Okay. That is a worry, because we do have a num-
ber of teachers in that situation in Texas. Again, you know, while
those with modern-day retirements, I think, would trigger into it,
because the liability—those who, again, thankfully taught back
when wages for teachers were just intolerably low, their benefits,
I'm afraid, won’t move them in the trigger yet.

I think they are probably some of the group that we most need
to reach with these stimulus payments. Chairman, thank you very
much.

Mr. MCNULTY. Thank you, Mr. Brady. On behalf of Chairman
Lewis and Ranking Members Ramstad and Johnson, I want to
thank both commissioners for being here today for your good work,
and for your testimony.

I want to compliment you again on the job that has benne done
so far, but reiterate the fact that five million people are still out
there and eligible, and we need to get to them. So, I commend you
for the outreach efforts which you are undertaking.

Jim and T just signed letters that are going to be signed by Sam
Johnson and John Lewis to every single Member of the House of
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Representatives to reinforce that message all across the country.
So, I hope we can help in that regard.

Also, I would like, obviously, both agencies to keep in close con-
tact with us, to let us know any other ways in which we can be
helpful.

With that, this hearing is adjourned.

[Whereupon, at 12:51 p.m., the Subcommittees were adjourned.]

[Submissions for the Record]
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afioris sinoe he enaciment of T slimuls, bil. The foundalion manages a
wolunisar-hassd e assstances progam, SARP Tax-Ads, which semnves seniomns
ard low incoma Amaricars, Tha AARF Tas-Aide program provices vital [ax
mmsiance fo strugging familes, saving taxpayars millons of dollars and serirg

COMMniles. Beas America,

This e and confideniial senics is saiable 10 low-dome and modecals
taspayers of al ages with special alenbon fo thase age &0 and cider. IRS
cedified wolunirens ans fained o assisl in fling besic e forms. A variety of
anrvice oplions wens avalable &l over 8,807 caliom raliomedde, nduding one-
Dn-One on-5ie i assistance, fram February 1st [ Apdl 157, and via Inbarnad i

year
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ALAF Tax-Alde began in 1868 with only four volunipes who sersed about 100
gl in (o (e season, Todey b AARF Tax-Aids program hes

amracied more than 332,000 volunieers and has halped ovar 47 milion peapla Tla
tresir s refuens over the past &0 years. Since 1880, ha program has operated
wrder a cooperalive agreament with ths LS. nlamal Resenue Service (IRS) os
peart ol s Tan Colraaling for tha Eldary (TCE) pragram

AARP Tax-Alde has bean and conlirues ta ba a model soluniser-tesed tax
proparadon assisiance program. Junr BS peroani of tha nefums peapanad Ey
AARP Tan-fide ane e-fled ard S average cost bo e RS is onty 8207 par

ralum

AARP Tax-Alde volunieers prepared 34 parcent of the botel “WITA-bype” e-fled
Esirnd Frcaome Tax Cradit ssturne prapared by sll IRS volunteer programm. This
yuar slone, ANRP Tax-Akla halped neary four hundred thoussnd ik g
mmmmmmmmm in Child tax claims and
another $188 million in Eamed kwome Tax Credit caims. AARP Tax-Aide
recsives ne ledarsl funding for seeving VITA clierts.

AARP Tax-Aide is abo saving low- and modersis-incoms taxpayens the cost of
lax praparaion which many nead for easeniiain, Bassd aon fe approsimstely

B0 percent of cur chenits who shabs Shary would hass gone to & pald prepar iF not
for AARF Tax-fide, we estimaie having saved thesa lapayens approsimalely
1.1 million,
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On February 1, AARF Ta-fida sits opanid 1o aasist indiidasds wilh Ring their
flaoies. In todml, Tax-Alde volunteers have easiated will gar 77 millon laspayers
walh stariiand lae nellres and slivadus sasitescs a) siiee in Fird party lscations
scrzas the courdry,  The inclusion of Socal Securlty and Yeterans
Adminietation benefis ax slgibls samings added 20 milion tmddonaly ron-
filng peopie o the pool of “mperyens’ who Must fils @ retm 0 T (RS 1o eosive

hizdr Stimaslus Povment.

Praliminany rapors shiw' thal oo valuiesns st mons than 400,000
indivifumb wilh slimuius selum prepamtion scross the country.  Ta-Alds

walnisanm gag parlicipated in many stimuos ouresch acivliss.

Wikh the enaciment of the stimulus logiskation, AARP Tax-&ide and AGRP
oomimunicabions siaf began working with senia-lavel IRS ofidals o sgppend he
Information and sarvion needs of thi inndiienally sor-Ring group of moetly clder

AITH RS

AARF lsanched 8 comprehensive cutresch campaign in mid-starch which drew
upon wirtually ol AARF and ANRP Foundafion offoes. naticewide.

W publshed a seres of simula articles in AARP The Magasine | AdytAugust
ocition = sent 1o 33 milion mambers), AASP Bulstn (Ksrch, And, May and s
andiliors — akag genl lo 38 members) and cur Spanish language publication,
Segunds Juseriud (summer issus = 105 millon mambors). We alsd posiod
these artickes, and stimulus-related slores from cther PewSpagees and ness
organizaions on tha AARF.ong and Bullalin Tefay wealiles and cresied

advarimamants, Nyers and Sampks op-ad pleces for immertion in local papers.
3
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Since March, e main stmulus page has been e most papular, or among tha &
miast popular, on our AARF .org wobsie. In May, ta page mcsived raarly
250,000 pags views of an average of 12,000 per day; in Aped, he pege rpainsd

mara fan 212,000 pags views or an average of 7,000 per day.

Wa akia issued audic and video news releases, conducied & rmadio media tour,
ard placed English and Spansh newspapar artides. through more than 1200
stations and papars with 8 raach of ovar 38 milien Ehaners, siswans and
raBders,

Clur stale offces dislrbuled slimuus packages in English and Spanish,
containing print, audio and video materals o community, culbsral and sodal
sardca organizabions, hald sSrmuls avenis and press conferances, ard
alhenviae generaled countless samed media and op-ed placements. Mot only did
we ommuricate with cur members - AARP Foundation and AMRP siaff
bvaraged e nobworks and shared slimilis domrmation with conintlaas e
ner-pralits and inlereabed thind paries.

In mid-March, we sanl sach Congressianal office an ESP fool kit with &n sasy—
o= reavd fact sheot and a slep-by-siep guide to Aling out tha refum. among other
itams,

AARP Tax-tide halpad e IRS 168l s simuus inalnacion bocklel Based on
aur srong reservalions aboul the length of e initial draft and that tesl, the main
taxt of tha bookiot was raduced from 10 paiges %0 teo and ¥ pages.
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AARP Tax-hide also recommanded and secured tha issuanco of a Resenus
Procedurs by IRS that enablsd tawpayer assistarcs volurtescs rafiomyide 0 e-
fil el livvilss nadurn By slgly &ndeeing 2ero income on the reum. Thie entine
Imx return preparer commuurity, ot ped and wolunisse, banelited kom this

prostdiure change

AARP Tax-fide akso doveoped maledals, inots and focused messaging that wll
not only be used by the program, Bt By the el of tha AARP and ARRFP
Foundation, & well 35 our exdemal parners. One such ilem was & ore-ine ool
for uze on sarp.ong thal vill aliow seniors, Barvily mermbers, and @ean agancy
peersorrel working with senlom 1o help the rsdtionally non-fing indvedusls e o
et ihwdr slimmilus paymend. The kool is simpdifsd for the majgrty of stuations - it
asks a short sedes of guesbons and pre-populabes. the RS form. #s of sardy
June, morns o 30,000 pecpl b woed the wab lool, Wi worked in
collaboraton with the Mational Courcl on Aging on $s project. W are hoping
thest cur mplerials, includivg this vl tool, Wil help many older Arercans and

those whio inleface with Tom reguiarty.

AARP Tan-fide wil also be hosing a “veobdnar” kats in June Lo resch comemunity
dgeracies auch & hodsing, Meals on Whaals, Ansa Apencies on Aging, and
oitwars working with this population b continee promating e simpls ool We
beslierns thasse groups ans wall silusted lo el @ lege pan of T older
popidlation who hava rof yet fed and want b make & axsy for them o asss

them.
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AARF Tax-Aide corfinues o havd regular mssdings (wesily or bi-weelly) with
the: IS and other criical external partners, including e Malional Disabiity
instiute, the Maticnal Council on Aging. Catholic Charites, Ihe Canter on Budgal
and Policy Priorlies. the Hational Commurity Tas Coalition, and others, to
poondinals meseages and devekon oulrsach siraisgies.

in sum, cur argarization, both woluriosns and staff, have been oot in forca o halp
Bnsune &2 mary clder individuals who are elgible gel what is due them. Ve
bl v Nuivds raice sgrilicand progress, bl know here is much fo do o
reach aryona aigble wha has yel o Sl 8 slivis reiom, We are sincansly
gratatul i e IRS and 554 for allowing LS 1o help them - Beih Bgancks: heve
been exceedingly cooperadive and appoar o have gone e aodra mils 10 ks u
abreszl of informalion we need for our outreach efforts as i became avalabia.

Knoraing this, we ans somewhal fnsirated by tha dalay of the IRS, S54 and WA
o provide the essential demographic and geograshic profies for “aditonaly”
rian-filens who hae el o fiks for the ESP. AARFs biggest lesson lcamed from
& recanl nalicnal oulresch oforl 16 & simiar papulaiion, on prescription drug
Danalits, vwes ol tangaling al (e ocal kel was the most effectie spproach.
Henoa, the moest oritical nesd shep continues 10 be localined tergeding wilh
Infermation thal only Fese agenoes oen provids, AARP Tax-Side wiall will ba
amending an IRS mooting in Atlanta this week to recsye the geographic and
cemographic breakout of eligble senions and velerans. But wa ana disappoinisd

it has taken this long.
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Our pelling stroraly SUgoests hat tis populaton would b pradsaly as T
Congress and the President intended with e axra csh = ey would spend i@
An AARP Bulalin survey laken in kate Manch iesled how Amedcans would uas
tha stimulus payemant By recsived i, Forfy-ona percent of those aboua 50
yoars of age who wane inlerdosed sakd they would spend iLall; only 28 percenl
of these under 50 said they would spend evany bit of any alisuies payment they
g e

Wi Ar@ Al condsimied Aboul tha ramber of indhiduals repoding o ue thal they
filked @ tae rertum but hawe not reccived any paymant or hase et tha wiong
amourt. Marry of our memben and Soee non-membens who have posied
cammants on dur slirelus webaite have tokd u thal the wailing limes on calis for
Imomeadion ware inbolanaibde oF said thad Thay couldn T undersiand the guidance

that the RS ard ofhes have prosided 1o them.

Lastly, while we baieye many of these kafier conoerns will be satstactonly
addreaasd g we move Kraands e doss of e #imulus program, ey
undaracang s reid fo incraased atlantian by Congness and the Admisatralion
1o this nezedd's of sonions, yolerans and ow-inoome Americans in ta design,

implementafion and funding for tax asskstance programs.

Whils mesl laxparyars sligibla for Th ESF wans able o e slecionically fram ihe

oormrenienca of Talr homes, we know all oo well many older Americans am nol
cormpeurier lterate and many do not even own @ competer. As such, the nush 1o
anas] P slimubos b, combined wilh the “dgilal dvide® facng mary of those
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clighbie, resulied in an even grealer burden upen aireacy under-funded federal

e AnElEAENOE prograT graniees

Tha recun| funding and pedamancs hslory for Fwe IRS Tax Counselng lor fha
Eldarly (TCE] program chearty shows Shat funding for this laxpayer assissancs
program s going in the weong direclion as. the demand for senvdces bas
incrennad dramaticaly, In 2001, TCE was furdsd &l 3 385 millon; for FY 3008,
TCE s funded at 54,04 milcn. AARP Taxsfide, TCE's primany granbes,
increased the number of peapks Felped sach yaar fram 1648 millon o oeer

Z7 milion, of aboul 64 parcanl, fromn 2000 @0 2008, Moreowar, Tax-Ada
increased 1ha number of returns e-fled 1o the IRS by aboul 1.4 millon returrs
ornr thoh rorniir of s-Med refurnes in 20000 This. increass in e-iling aaves te RS
ruarty £2.37 per relsm of appeaximaialy £2.2 milion annualy.

In sum, we strorgly urgs his Commitiea, S Congress and the Admiristratian o
fully fund am approprate share of te costs b administer thess highly cost-

Cin rahall of AARE s mone lhan 30 milion members, and espadally ihose mosl
direcily alfecied by @ eoonomic stmuks paygment, we again thank you for this
ppporunty 1o provide hearng lestimony. We kool foreand o working with S

Congrass and the Adminiiraion bo complete the remaining wark 1o be done o
ansuna that aryone elgibie wil have an apparunity to e jor tha economic

samulus paymert.
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Morrison Affairs Public Group, Statement

MosRisoe PUBLIC AFFATRS GROUP
mﬂ-ﬂ.m
Beteida, 0Ele

‘& [ PPN TP —
emier wl I 'ragen, B 1D
ﬁ' Fhisic i Bcard His-s .

Ta: HAruss Commibtbse on Tays ard Heam, Dibcosalbier on Geecalgst
Fa: Hobmlmsion fFor tha rococd aof Jura 1§ Bsarisg on Scioclos Rababs Feckage

Fafornthslsbatn.com ix & coalition argeniced to cimege the tex rebato owlam Chat
diwcolmirata againat legal lemigerasts, Wi belleve thit Gongrasd ovac-casch
whien U8 ololzsra wnd lsgal imsdgrante shose spoesss o childran eo ot
“Lllegul™ but who do not have Sociel Decority Husbsrs dow Bo 358 policias same
papesd fEom Che schmdlus peGans AT Thay TL18 obntly. &8 aarrlod TASREYEGS A58
puthordrsd o do. W urgs Bhe Corgrass o sxtardd to soel oiwildian fasiliss tha
wirm compldecabion Esat was rosally applled o BllLciry Camiliss, amd Lod Lhe
BEns TeEmard:! thoes whe chey immigrselen lew ahcold nek be paselized In che nass
o=l Fighting illegul imsdgrabion.

1F thle carnct bs accomplished; the lagal spouss should be able ko receliva tha
cabite wilbook losbieg the basafll of ol filisg USls woar anil 46 Lik Poluie és
che prices of gectiag & Tahsace.

Wy aogpest the followling gusessionas

11 Tha LIRS has never bioes pab inko T8a peaition of anfofels) issdgrarlon Law,
Ta awvadd requiclag thes IRE bo Setacmine cheat & & ® ln harw Isgelly without &
Fociel Secority Bmbar;, Coagress heaz darectod thet «hen someime in th nilitacy
flies & jainr Eotorn &kch & walld EHE, ©he oouple i0 sllglble far the stimalos
(1 011

Jan't thez The falr way to cresc civilian cacplaE, aE H#llT

210 The Congrass diveared the (R4 oo SsterEing Cho (RELgreteon aTATes of &
pp=udas Hba doss sot hars & 55H HEsc there 13 & jolnt rewtorn shers the ofhac
ipouse his a valid BIN, weild that impoee 4 subabtantia]l edministrative borden on
chi JREF

¥1 WEaLhis of S0l So@eifet Ls wirklsg here Legally, The Lew Tequlies that trey
pay tamms on tEslr incoss. Becauwss oany,. LD mob mast Lllegel workors hese temaw
withbald by their asployers, bke TIS ackcoeledgas Chal Lllegal sorbees wba file
ratUrnE recaies TRfonds beasd on cialy wishkholalreg juse 1lks snpone elEs-

D R LEH hiva af edUlsala Cof Lhi ToLal amtadht of Cawdd LR e Selefrbed of
cacurne with rz 45H or en Lreslld [58e mack yeer?t

i) Doss the [k apoept caw repyyes sbchoec & SEH or TTIHY  IF Ao, ase mofurds
paild 1f duw on much retorrne? Nhak if mors —han one return usss & slsgls SEHT
Rere are paysants and refurdy proceased?  Dsn't L Cros Lial somoliess Lanpapecs
recaboe deficisncy raclose dus oo craer indlviousle' sernlrg wegsa oo chedro
accmznt which are reporisd on Welm?

31 Dcsn the [FE werify the walldley of sa 555 afoce procemaing & retoon? Ooss
tha IAS identify duplicete filinge o & sisgle BEHY How doms the RS aact oot

Phase: (M1 35118 Facec {301 w1040 E-mmil: boa redniwil ped
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tka piftpatlions of sultizle W=iz on I.I:Iﬂull SIH whan some omy ceflsct poltiple
jobs and orhers may sefleot Ldantity chafuf

8] There wre many thoesands of cases; Dayord the military: whace a 05 cifizon oo
lagal persarent casident U9 sareled and flles Solotly with & spiuse WERRODL a8
GEH. Doea ther TAE hawe an secipate foo tha cocal secunt of cha aclmalss cebates
tEoan Esmillss would Be sligible for AF the Congrear opplisd the aees fadirc
stimdard & Lo The mlllvacy?

T| The IAF has & difficult {ob b= 2o in ths bast of ticas. Wace Cosgooas oo
clarify e Latam of the stlsulus packags to be fair to the US citizens and
l#gsl peyarEnT reslosnca EATried To crass whe bywfelly (lls jolnt Ceturms wich
oaly =ne EGH; would & coedit on nEst peac's Laxea squsl to tha smowmk of the
whimuiuy rabakts b= thw most afficiant caw of DAY cescurcew in cocrechting thiz
mfale and wiasendsd alap a5 legal iewlgraacst
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National Council on Aging, Statement

The National Council on Aging (NCOA) thanks the Chairman Lewis, Chairman
McNulty, and Committee Members for the opportunity to submit testimony about
our work to assure that all eligible seniors get an Economic Stimulus Payment and
to make recommendations to you based upon our experience with the stimulus pay-
ments to date.

NCOA is the oldest nonprofit organization dedicated to improving the lives of
older adults, with a special focus on ensuring that low-income seniors are able to
access the benefits that will improve their lives. When the economic stimulus pay-
ments were being discussed by Congress, NCOA immediately recognized the impor-
tance of also including the many millions of Social Security beneficiaries and vet-
erans who receive disability benefits, but who no longer file tax returns in the eco-
nomic stimulus package. NCOA and other organizations encouraged Congress to in-
clude these populations in the final economic stimulus package.

Upon passage of the economic stimulus package we went to work on a special out-
reach campaign to reach out to seniors who do not normally file tax returns. We
developed and posted economic stimulus payment resources for seniors and the
aging network to the National Council on Aging Web site www.ncoa.org For our
partners in the aging network we developed a new page on the My Medicare Com-
munity, our online community at www.MyMedicareCommunity.org, as a central re-
pository of information about the program for benefits counselors who work with
seniors. There have been over 2,000 views of this page. We have also worked di-
rectly with the IRS and many new and old partners to assure that all seniors re-
ceive their stimulus payment.

As Social Security and IRS matched data to identify 20.5 million seniors and vet-
erans who do not usually have to file tax returns, it became apparent that lack of
familiarity with even the simplest tax return could prevent many from filing for
their stimulus payment. NCOA worked quickly with AARP Tax-Aide to develop a
user-friendly online tool to assist in the completion of IRS 1040A forms.

The Web based tool does not look like a tax form; it asks seven simple questions
and then pre-populates the required 1040A tax return. Moreover, the tool offers sim-
ple, easy-to-understand directions to assist individuals in completing and printing
the IRS 1040A form. The tool provides personalized instructions on where to mail
the completed form and prints a second completed 1040A for individuals to retain
for their records. The tool makes it easy for stimulus payment filers, family mem-
bers, caregivers, and benefits counselors to take the necessary steps to file for the
stimulus payment.

Since its launch in March 2008, more than 25,000 people have used the Stimulus
Payment Tool, and traffic to the tool continues to grow. This tool can be accessed
either at NCOA’s www.BenefitsCheckUp.org or through AARP’s Web site at
www.aarp.org/stimulus help

NCOA commends the IRS and SSA for their efforts thus far and congratulates
them on reaching over 70 percent of this special population, but continued efforts
are now urgently required to engage the individuals who have not yet filed a 1040A.
Based on our prior experience reaching out to low-income seniors, and our intensive
work to get stimulus payments into the hands of this population, we make the fol-
lowing recommendations:

National Council on Aging Recommendations

1. We are impressed with the extensive database IRS has shared with the Con-
gress and with national partners that shows where the remaining 5.2 million
seniors and veterans live. We believe the data can be used to drive an energetic
outreach campaign to reach this cohort that has not yet filed. In order to as-
sure the widest and most effective use of the data to target outreach, education
and tax filing, we have committed to post the database to our Web site so that
community-based organizations within the Aging Network can have easy ac-
cess in order to plan outreach and filing campaigns. Further refinements to
this and other similar databases of seniors with limited income and resources
have the potential to provide critical information in promoting efforts to find
and enroll this hard-to-reach population in benefits they are eligible for, but
still not receiving.

2. We fully and enthusiastically support the IRS in its decision to send a second
letter to reach out to the 5.2 million seniors and veterans who have not yet
filed for their stimulus payment.

NCOA is disappointed, however, that the IRS has determined not to include pre-
populated 1040A tax returns with each letter. IRS has a significant amount of data
from which to pre-populate tax returns for this population. Due to the data ex-
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change between IRS and the Social Security Administration, we believe IRS has suf-
ficient information to pre-populate tax returns for this hard-to-reach population with
minimal risk to IRS error rates. Pre-populated forms would alleviate the anxiety
and fear of complexity that many people who have not had to deal with the IRS
in many years feel about filing tax forms. Additionally, removing many data entry
elements would encourage more individuals to apply for the stimulus payment to
which they are entitled. The population that subsists solely on disability and/or So-
cial Security payments could truly benefit from the stimulus payments. Pre-
populating forms would ensure that more people receive their payments.

Next, NCOA very much appreciated the opportunity we were given to comment
on the draft of the second IRS mailing. We recommended to the IRS concise text
and a call to action designed to motivate the specific hard-to-reach cohort of 5.2 mil-
lion seniors and disabled veterans. We urged clear, plain language in order to en-
courage individuals to take the action needed, with language and format to accom-
modate possibly low literacy levels of many within the remaining 5.2 million.

We would also suggest customizing a message and design for the envelope in
order to motivate those who receive it to open and read the important message con-
tained within it.

3. We encourage the IRS to continue its very productive partnership with na-
tional organizations, like NCOA, that have experience reaching out to low in-
come older adults. NCOA successfully reached the much of the elderly popu-
lation during the introduction of the Medicare Part D benefit and provided per-
sonalized assistance to many seniors to enroll in the low income subsidies
(Extra Help). Collaborating with local partners and organizations across the
country has proven to be effective in the past and NCOA proposes that the IRS
work closely with local organizations that the remaining 5.2 million individuals
already know and trust. These organizations can readily use the Economic
Stimulus Tool to file tax returns for their clients, so they can get the stimulus
payments that are so important especially in light of rising food and fuel
prices.

4. We encourage congressional offices to use the Economic Stimulus tool devel-
oped by AARP Tax Aide and National Council on Aging and found at
www.BenefitscheckUp.org and www.aarp.org/stimulus help to promote its use
and to enable constituents who are unfamiliar with IRS forms to easily file for
their stimulus payments.

5. We urge the Committee to do all it can to ensure that the Social Security Ad-
ministration and the Veterans Administration make a more robust effort to
reach out to those among their constituents who have yet to file in order to
get their stimulus payments.

Thank you for the opportunity to provide our input. We look forward to working
with the Congress and the Executive Branch agencies to ensure that all eligible in-
dividuals file for the economic stimulus payment.

For more information, please contact Howard Bedlin, Vice-President of Public Pol-
icy & Advocacy at howard.bedlin@ncoa.org.

———

Paul Donnelly, Statement

ReformtheRebate.com is a coalition organized to change the tax rebate rules that
discriminate against legal immigrants. We believe that Congress over-reached when
U.S. citizens and legal immigrants whose spouses or children are not “illegal” but
who do not have Social Security Numbers due to SSA policies were barred from the
stimulus rebate if they file jointly, as married taxpayers are authorized to do. We
urge the Congress to extend to such civilian families the same consideration that
was recently applied to military families, and for the same reasons: those who obey
immigration law should not be penalized in the name of fighting illegal immigra-
tion.

If this cannot be accomplished, the legal spouse should be able to receive the re-
bate without losing the benefit of joint filing this year and in the future as the price
of getting a rebate.

We suggest the following questions:

1) The IRS has never been put into the position of enforcing immigration law. To
avoid requiring the IRS to determine that a spouse is here legally without a
Social Security Number, Congress has directed that when someone in the mili-
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ta{’y files a joint return with a valid SSN, the couple is eligible for the stimulus
rebate.

Isn’t that the fair way to treat civilian couples, as well?

If the Congress directed the IRS to determine the immigration status of a
spouse who does not have a SSN when there is a joint return where the other
spouse has a valid SSN, would that impose a substantial administrative bur-
den on the IRS?

3) Whether or not someone is working here legally, the law requires that they
pay taxes on their income. Because many, if not most illegal workers have
taxes withheld by their employers, the IRS acknowledges that illegal workers
v&iho file returns receive refunds based on their withholding just like anyone
else.

Does the IRS have an estimate for the total amount of taxes that are refunded
on returns with no SSN or an invalid SSNs each year?

Does the IRS accept tax returns without a SSN or ITIN? If so, are refunds paid
if due on such returns? What if more than one return uses a single SSN? How
are payments and refunds processed? Isn’t it true that sometimes taxpayers re-
ceive deficiency notices due to other individuals’ earning wages on their ac-
count which are reported on W—2s?

Does the IRS verify the validity of an SSN before processing a return? Does
the IRS identify duplicate filings on a single SSN? How does the IRS sort out
the situations of multiple W—2s on a single SSN when some may reflect mul-
tiple jobs and others may reflect identity theft?

There are many thousands of cases, beyond the military, where a U.S. citizen
or legal permanent resident is married and files jointly with a spouse without
an SSN. Does the IRS have an estimate for the total amount of the stimulus
rebates these families would be eligible for if the Congress applied the same
fair standard as to the military?

The IRS has a difficult job to do in the best of times. Were Congress to clarify
the intent of the stimulus package to be fair to the U.S. citizens and legal per-
manent residents married to those who lawfully file joint returns with only one
SSN, would a credit on next year’s taxes equal to the amount of the stimulus
rebate be the most efficient use of IRS resources in correcting this unfair and
unintended slap at legal immigrants?
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Santa Barbara Bank & Trust, Statement
Dear Mr. Chairmen and Ranking Members:

We are submitting this statement for the written record of the joint hearing held
by the Oversight and Social Security Subcommittees on Thursday, June 19, 2008,
to examine the status of the economic stimulus payments (ESP) provided for in the
“Economic Stimulus Act of 2008” signed into law by the President on February 13,
2008 (P.L. 110-185).

Santa Barbara Bank & Trust (SBB&T), a brand of Pacific Capital Bank, N.A.; is
one of the nation’s largest providers of tax-refund related bank products—refund an-
ticipation loans (RALs) and non-loan refund anticipation checks (RACs). We are par-
ticularly concerned about comments made during the hearing which inferred that
the RAL industry was somehow responsible for the fact that ESPs were delayed up
to eight and a half weeks for taxpayers who elected this year to use RALs or RACs
in order to more quickly receive funds in anticipation of their tax refunds.

In her written testimony, Nina Olson, the National Taxpayer Advocate, high-
lighted as a major concern the fact that more than 20 million taxpayers who ob-
tained RALs and RACs during the 2008 filing season were ineligible to receive their
stimulus payments quickly via direct deposit and had to wait up to eight and a half
weeks longer to receive their checks by mail. Ms. Olson noted that the delays were
not caused by IRS error, but failed to provide any other contextual background as
to why the IRS decided to mail checks to these particular taxpayers, rather than
provide ESP quickly by direct deposit.

On February 15, 2008, the IRS issued a press release (IRS Press Release 2008—
21) announcing that ESPs would be made by paper check to any taxpayer who re-
ceived RALs or RACs in this year’s filing season. There were very good reasons for
the IRS’s decision to deliver ESPs to these taxpayers by paper check. Taxpayers who
utilize RALs to more quickly obtain funds in anticipation of their tax refunds gen-
erally receive payment (minus fees for tax preparation, filing, financing or proc-
essing) within 24 hours after application. In the case of RACs, taxpayers receive the
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net proceeds of their refunds (minus tax preparation and account set-up fees) when
the refunds are received from the IRS (on average, 11 days after filing). The lending
institution that provides the RAL or RAC opens temporary bank accounts for its
customers into which the tax refunds are deposited. These temporary accounts are
closed after delivery of a RAC to the taxpayer or satisfaction of the taxpayer’s RAL.

More important, a large percentage of taxpayers who utilize RALs or RACs to
more quickly obtain funds in anticipation of their tax refunds do not maintain reg-
ular bank accounts at a financial institution. As the National Taxpayer Advocate’s
2007 Objectives Report to the Congress noted:

“It is estimated that approximately ten percent of American households do not have
an account at a financial institution. These unbanked taxpayers have fewer refund
delivery choices. They can request that the IRS mail a paper refund check on either
an e-filed or paper return. However, these options generally entail high check cashing
fees and take up to six weeks to actually deliver the refund. For taxpayers unwilling
to wait four to six weeks for a check, the only real option is to buy a bank product,
which typically involves high fees.”1

More recent data indicates as many as 28 million Americans are “unbanked.”2
“Forty-six percent (46%) of African Americans and thirty-four percent (34%) of His-
panic Americans do not have an account at a federally-insured financial institu-
tion.” 3 Those without mainstream banking relationships cannot take advantage of
IRS direct deposit of their refunds. RALs and RTs bridge the potential eight-week
gap that many taxpayers who need quick access to funds would otherwise have to
wait to receive a paper check from the IRS. Thus, a very large percentage of the
taxpayers affected by the IRS’s February 15th guidance would have received their
ESPs by paper check regardless of whether they elected to obtain a RAL or RAC.

Ms. Olson’s testimony also failed to note that all taxpayers who elected direct de-
posits of their income tax refunds into multiple bank accounts (by filing IRS Form
8888), or who failed to elect direct deposit of their refunds (approximately 30% of
all filers 4 were required to receive ESPs by paper check, not simply those taxpayers
who chose to obtain RALs and RACs.

Several Subcommittee Members were understandably concerned by Ms. Olson’s
testimony pointing out the delays in delivering ESPs to taxpayers who obtained
RALs and RACs in this filing season. Rep. Earl Pomeroy (D-ND) asserted that the
RAL industry should have done more to notify taxpayers before they elected RALs
or RACs that doing so would delay their ESPs. The fact is that responsible tax re-
turn preparers did notify RAL and RAC customers as soon as they received notice
of the IRS guidance of the potential delays in receiving their ESPs. However, the
vast majority of taxpayers who utilize RALs and RACs generally do so very early
in the tax filing season. In SBB&T’s case, 75 percent of our RAL/RAC customers
in the 2008 filing season had already made their decision to obtain RALs/RACs be-
fore the IRS’s press release was issued on February 15th.

In order to prevent additional ESP delivery delays, RAL lenders proactively
worked with the IRS before the first ESPs were scheduled to be direct deposited to
prevent ESPs from being deposited to the temporary accounts established to facili-
tate RALs and RACs. In fact, SBB&T alerted the IRS to an error in a large tax
practitioner’s software that would have caused over 500,000 ESPs to be erroneously
deposited had the error not been corrected. The bank also provided the IRS with
the solution to fix the error. According to IRS policy, in the handful of cases where
the IRS inadvertently deposited ESPs into a temporary account, SBB&T imme-
diately sent a check to the affected taxpayer without charge.

It is somewhat ironic that critics of the RAL industry are concerned about the im-
pact on taxpayers of the delays in delivering ESPs, yet seem to dismiss the very
real value that RALs provide to taxpayers by giving them quick access to much
needed funds early in the tax filing season. Particularly for many low-income tax-
payers eligible for the earned income tax credit, their annual tax refund represents
the largest sum of money they will receive at one time in the entire year, and it
comes at a critical time of the year after many families become overextended during
the holiday season.

In her 2007 Annual Report to Congress, the National Taxpayer Advocate stressed
the negative impact to low-income taxpayers of delays in receiving their tax refunds:

1National Taxpayer Advocate, 2007 Objectives Report to Congress, Volume II, p. 14 (July
2006).

~2Remarks of FDIC Vice Chairman on June 21, 2007, to FDIC’s Alliance for Economic Inclu-
sion.

31d

4See http:/www.irs.gov.pub/irs-soi/07ifss13.xls.
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Tax refunds are particularly important to low-income taxpayers—A taxpayer for
whom the refund is so significant often makes financial plans based on when he or
she anticipates receiving the refund and may view the refund as a lifeline. For some
taxpayers, a delay of two to four weeks in receiving the refund could mean eviction,
inability to pay the high heating bills that arise during winter, or defaulting on cred-
it card bills from the holiday season.®

The Taxpayer Advocate was specifically addressing the delays in this year’s filing
season resulting from the fact that Congress did not pass legislation to address the
so-called alternative minimum tax “patch” until December 2007. However, the same
considerations apply to RALs as well. If the ability to receive the proceeds of one’s
tax refund two to eight weeks earlier than the IRS can deliver it means the dif-
ference between paying for housing or being evicted, paying for heat or enduring
the cold, or paying off credit card debt or defaulting, paying a reasonable fee to ob-
tain a RAL is a sensible decision.

It is important to recognize that fees charged by SBB&T are indeed reasonable.
Critics often use Annual Percentage Rate (APR) measurements of RAL costs to jus-
tify the argument that RALs are high cost loans that take advantage of taxpayers.
However, the use of APR calculations to measure the cost of RALs is very mis-
leading. Due to the short-term nature of a RAL, APR calculations create an inflated
representation of their true cost. In its 2006 Report to Congress on the Debt Indi-
cator, the IRS contended that the APR is an inappropriate measure of the cost of
a RAL:

“Unlike loans of one year or longer, APR calculations for loans not based on simple
interest rates add multiples of costs that borrowers will never pay. [When calculating
APRs for RALs], finance charges are assumed to be paid 36.5 times over the course
of the year, when in fact they are paid only once, no matter how long it takes to pay
back the loan—The reason this is important information is because some critics of
RALs cite the APR as the real interest rate that taxpayers are charged.”®

The average RAL funded by SBB&T during this filing season was $3,200, for
which the bank charged an account set-up fee of $31 and a finance charge of 2.5%
of the loan amount, or $80. This equates to a total cost of about 3.5% of the total
loan amount. These fees remains fixed regardless of how long a RAL is outstanding.
SBB&T does not impose late charges or additional interest charges, even if a RAL
is never repaid. Nevertheless, we are required by federal banking laws to calculate
an APR on a RAL loan using an 11-day repayment period. Under the example cited
above, this transforms our fees of 3.5% of the loan amount to an APR of 115%, even
though the total cost to the taxpayer remains at $111.

RALs (when not viewed in the context of an APR) cost less than other common
financial transactions that are entered into on a daily basis. For example, Western
Union charges consumers $145 to send $3,000 within the United States via wire
transfer.” Unlike RALs, a wire transfer is a completely risk-free transaction. Fees
for credit card advances can range from three to four percent of the advanced
amount, plus interest charges—or $96 to $128, plus interest, on a $3,200 advance.
Payday loans, without taking into account the even greater interests costs when
rolled over, range from $15-$20 per $100 borrowed. By comparison, the average
SBB&T RAL costs consumers $3.50 per $100 borrowed. When viewed in proper con-
text of the relatively few choices that many RAL borrowers actually have to obtain
credit, the cost of a RAL is comparatively inexpensive.

We appreciate having this opportunity to provide Members of the Subcommittees
with this additional background information explaining the reasons for the delays
in delivering ESPs to taxpayers who obtained RALs and RACs, and request that you
include our statement in the written record for the hearing.

Sincerely,
Joe Sica
SVP—National Government Relations Director
Santa Barbara Bank & Trust
70 Oberlin Drive
San Diego, California 92121

5National Taxpayer Advocate’s 2007 Annual Report to Congress, December 31, 2007, Volume

, p. 5.
6IRS Report to Congress on the Debt Indicator, June 2006
7See www.WesternUnion.com for Western Union’s charge for its “Money in Minutes” wire
transfer program to send $2,999 (their maximum) anywhere in the United States.
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The Honorable J. Russell George, Statement

Chairman Lewis, Chairman McNulty, Ranking Member Ramstad, Ranking Mem-
ber Johnson, and Members of the Subcommittees, thank you for the opportunity to
submit testimony for this hearing. My comments will focus on the Treasury Inspec-
tor General for Tax Administration’s (TIGTA) audit and investigative actions per-
taining to the Economic Stimulus Act of 2008.

The Economic Stimulus Act of 2008, signed on February 13, 2008, was enacted
to energize the national economy. For most individuals, the amount of the stimulus
payment received is dependant on their net income tax liability. Single taxpayers
will generally receive the greater of $300 or their actual tax liability up to $600 and
couples will generally receive the greater of $600 or their actual tax liability up to
$1,200. Anyone with qualifying children will also receive an additional $300 per
child. IRS began issuing stimulus payments on May 2, 2008.

The stimulus payments are being estimated using information reported on 2007
tax returns, so that individuals can benefit from the payments as soon as possible.
Individuals who qualify for a larger payment as a result of changes between their
2007 and 2008 tax returns will receive the additional payment when they file their
2008 return (generally between January and April 2009). Individuals who receive
more than they would have if the payment had been calculated using information
from their 2008 return will not be asked to pay the excess back.

Due to the time-sensitive nature of these payments, we have been advising the
IRS of our concerns as soon as we have identified them, to allow the IRS to take
immediate corrective action when possible. In August 2008, we plan to issue the
final report of this phase of our work on the Internal Revenue Service’s (IRS) efforts
to implement the stimulus payments.

Status of the Stimulus Payment Program:

¢ The IRS issued approximately 76.5 million stimulus payments as of June 13,
2008, totaling approximately $63.9 billion.

¢ The IRS has made progress on resolving the back-log of stimulus-only tax re-
turns. The IRS had processed 94 percent of the 7.7 million stimulus-only re-
turns received as of June 7, 2008.

e The IRS plans to issue stimulus payments through December 2008 for those tax
returns filed by October 15th.

Audit Status:

We have reviewed approximately 102.7 million! stimulus payments generated
from returns processed as of May 30, 2008. We determined that theIRS is correctly
calculating the stimulus payment for approximately 99.6 percent of the returns.
Correct calculation includes ensuring that payments are not issued to individuals
without a valid Social Security Number, individuals who do not meet gross income
and net tax liability tests, and individuals who exceed income limitations. However,
we have identified approximately 385,000 stimulus payments in which our calcula-
tion of the payment does not agree with the IRS’s payment calculation.Preliminary
review of these payments found that the differences resulted from:

* Programming that did not include qualified self-employment losses in the deter-
mination of eligibility. The IRS, with the Department of the Treasury’s concur-
rence, is using a percentage of the self-employment tax reported on Self-Em-
ployment Tax (Schedule SE) in the computation of the stimulus payment in-
stead of the actual self-employment income or loss reported on various tax
schedules. The IRS and the Department of the Treasury indicated they were
aware that this methodology did not address Profit or Loss from Business
(Schedule C) and Profit or Loss from Farm (Schedule F) losses. However, the
Treasury Department chose to use the Schedule SE percentage because it would
have been too complex to program the payment for every possible self-employ-
ment scenario, given the time available. The Treasury Department indicated
that the Schedule SE percentage would result in a correct payment for most in-
dividuals. As of May 30, 2008, TIGTA had identified approximately 104,000 re-
turns with approximately $55 million in stimulus payments that should not
have been paid to individuals with Schedule C and Schedule F losses.

* Programming did not include all qualified self-employment income in the deter-
mination of eligibility. As of May 30, 2008, TIGTA had identified approximately
25,000 returns for which the stimulus payment was not allowed. In these cases,
we believe that taxpayers were entitled to an additional $16.5 million. These

1This figure differs from the number issued by the IRS because our review includes payments
that have not yet posted to taxpayer accounts.
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errors affected clergy and other individuals whose income is not subject to the
self-employment tax. TIGTA plans to review the IRS’s programming of the stim-
ulus payments for Tax Year 2008 to ensure these individuals will receive the
payments they are entitled to when they file their 2008 return.

« Taxpayers were not receiving the child portion of the stimulus payment because
they did not check the Child Tax Credit qualifying box on the tax return.When
TIGTA raised this concern, the IRS initially responded that it could not allow
the child portion of the stimulus payment in these instances because eligibility
for the Child Tax Credit could not be determined from the information on the
tax return. The IRS subsequently announced that it will issue the additional
child portion of the stimulus payment to approximately 350,000 households in
July. TIGTA is in the process of quantifying the number of individuals that
might be affected.

Other Items of Interest:

¢ TIGTA has initiated a review to evaluate the effectiveness of the Criminal In-
vestigation (CI) Division’s actions to prevent the issuance of stimulus payments
to individuals whose tax returns claimed false income tax refunds or who filed
false stimulus-only returns. To date, we have obtained data extracts to be used
in our assessment of whether the CI Division implemented controls as indicated
and whether the controls are functioning as intended. We also plan to select
samples to determine if the appropriate freeze was placed on accounts pre-
viously identified as fraudulent to ensure that a stimulus payment is not issued
and to ensure that controls designed to stop stimulus payments for fraudulent
returns are working as intended.

¢ On May 22, 2008, Congress passed H.R. 6081, the “Heroes Earnings Assistance
and Relief Tax Act of 2008,” to amend the Economic Stimulus Act of 2008 to
allow thousands of military personnel to receive a stimulus payment, regardless
of whether they or their spouse, or their children have a valid Social Security
Number.The Joint Committee on Taxation estimates that this provision will
cost $14 million in Fiscal Year 2009. It is anticipated that the President will
sign this legislation. The IRS is currently working on identifying affected mili-
tary personnel. If this legislation is enacted, TIGTA will review the IRS’s imple-
mentation

Additionally, TIGTA is monitoring the following issues:

e As of June 7, 2008, the IRS identified 246,079 duplicate paper-filed stimulus-
only returns. These stimulus-only returns were filed using the same Social Se-
curity Number as another tax return. The IRS has consolidated the processing
of these returns at its Andover, Mass., facility to expedite their processing and
minimize the delay in issuing the stimulus payment. The IRS has resolved
55,852 of these returns. We are in the process of evaluating the procedures for
forwarding these returns to Andover, as well as the procedures that will be used
to resolve the duplicate filing conditions. Our review of a random sample of500f
these returns showed that 39 (78 percent) were duplicate returns filed by the
same taxpayer, which indicates these cases did not involve identity theft. To
date, 31 of 50 have had the rebate issued. No rebate has been issued for the
remaining 19.

¢ The IRS has determined that between 18,000 and 22,000 Understanding Your
Economic Stimulus Payment Notice (Notice 1378) were issued to the wrong in-
divid:ilals. This was the result of a vendor error, and the problem has been cor-
rected.

¢ The IRS identified a programming error that resulted in approximately 1,500
payments being directly deposited into the wrong individual’s bank account.
These payments totaled approximately $1.4 million. The IRS has since corrected
the error and is in the process of reissuing payments to the entitled individuals.
IRS is working with the banks to recover the incorrect deposits.

¢ The IRS reiterated that it will issue a paper stimulus-only check to anyone who
1) used a Refund Anticipation Loan (RAL), 2) split the direct deposit refund
among more than one bank account, or 3) had tax preparation and other fees
deducted from the refund (refund anticipation check (RAC)). This process was
established to ensure that the individual received the stimulus payment instead
of the financial institution or tax preparer that provided the RAL or RAC. As
of April 17, 2008, 9.9 million taxpayers had used a RAL and 10.3 million had
used a RAC to receive their refunds. For split refunds, the IRS decided to issue
a paper check because it did not know which account the taxpayer wanted the
stimulus payment deposited in. As of June 2, approximately 225,867 taxpayers
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had split their direct deposit refund among more than one bank account. Not
all of these individuals may qualify for an economic stimulus payment.

¢ IRS officials stated that on May 28, 2008, they had been notified by a tax prepa-
ration firm that approximately 450,000 tax returns had been submitted to the
IRS without the RAL indicator. The IRS, aided by the firm, was able to identify
these accounts before the stimulus payments were issued. Payments for these
accounts are being correctly issued via paper check consistent with IRS’s deci-
sion to issue paper checks on accounts having a RAL. The media incorrectly re-
ported that these payments were being deposited into RAL accounts.

e As of May 30, 2008, TIGTA identified approximately 8,800 individuals (0.15
percent) who filed a stimulus-only return had a balance due on their tax ac-
counts. Some of the balance-due conditions are the result of IRS input errors
or taxpayers entering information on the wrong line of their tax return. The
IRS is aware of this condition and has taken steps to resolve these accounts.

Office of Investigations:

TIGTA has initiated 12 complaints involving economic stimulus payments. The al-
legations are as follows:

¢ One case involves an alleged return preparer scheme that was reported to IRS—
CID in Bogota, Colombia. CID referred the case to TIGTA;

* Two cases involve allegations of false impersonators requesting bank informa-
tion via the telephone;

¢ Nine cases involve phishing emails, most of which direct victims to follow an
Internet link purportedly associated with the recipient’s economic stimulus re-
fund.

In closing, I would like to emphasize that TIGTA will continue to closely monitor
the issuance of the economic stimulus payments and to promptly alert the IRS of
any problems or emerging issues. Mr. Chairman and Members of both Subcommit-
tees, thank you for the opportunity to provide TIGTA’s assessment of the IRS’s im-
plementation of the Economic Stimulus Act of 2008. I would be pleased to respond
in writing to any questions you may have.

O
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